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Financial Highlights 


For the year ended December 31 1978 1977 1976 
Grosse venue from OperationSis. "40 est es oe ee He oe $300,276,000 $270,805,000 $244 668,000 
Consolidated earnings before extraordinary items............ $ 51,611,000 $ 25,958,000 $ 23,640,000 
EXtaorGinalvalteCmiGaeaed tor oat, Gar os) 2 eat reels are gee $ (9,085,000) $ (9,234,000) $ (9,611,000) 
Consolidated netearningS<= 3.2" =. owt eae, cr ce $ 42,526,000 $ 16,724,000 $ 14,029,000 
PrOVMislOniOG GEpLecialioniaes. seen ee ee ree heeds oe $ 12,914,000 $ 11,776,000 $ 12,005,000 
Casi flow trom: ODE atiOnS a sms. nate ie, ks eee eee Un ee $ 38,754,000 $ 36,266,000 $ 31,702,000 
Earnings per class PP and common share 
—before extraordinary items....................00 ee eee $ 3.94 $ 1.84 $ 1.66 
—after extraordinary items. .............. 0.00.00. eee eee $ 3.23 $ 1.09 $ 0.87 
As at December 31 
NWVOL MGC Dl Lalaeenee far h ei tc i’ hans Wher Sebiag Nee ee RS $ 86,868,000 $ 4,968,000 See Ob oR000 
HAV ESTIIE ILS HRI ok sir eee te «pec Ele, cat Hits hanes: $426,214,000 $368,446,000 $383,445, 000 
FIxedraSSelSaarteth seni, alr us ee ae IMR dip. ie a ah $132,404,000 $143, 176,000 $130,037 ,000 
LONG teh eDi wera hom men a Oi CU nom ae ete Miia e t,t $232,896,000 $101,325,000 $109,806,000 


Power Corporation of Canada, Lirnitec 


Directors Report fo Snarenciders 


Your Directors submit the Company's 54th Annual Report, 
together with the consolidated financial statements for 
the year ended December 31, 1978. 

The consolidated earnings before extraordinary items 
for the year ended December 31, 1978 amount to 
$51,611,000 as against $25,958,000 for the prior year; 
after payment of non-participating preferred dividends, 
this is equal to $3.94 per participating preferred and 
common share as against $1.84 in 1977. 

Extraordinary items amount to a charge of $9,085,000 
in respect of the year 1978, equivalent to 71 cents per 
share, compared with a charge of $9,234,000, or 75 cents 
per share, in the previous year. 

Dividends of 60 cents per share were paid on the 
participating preferred, class A and class B common 
shares during the year. 

The operating results from transportation and ship- 
building operations managed by Canada Steamship Lines 
(1975) Limited (CSL) were higher than those obtained 
in 1977. Gross revenue from operations in 1978 was 
$300,276,000 compared with $270,805,000 in 1977. 
Earnings from operations before interest, depreciation 
and income taxes were $29,506,000 compared with 
$28,865,000 earned in 1977. 

The share of earnings of The Investors Group included 
in the Company’s earnings amounts to $28,019,000 as 
against $7,500,000 in 1977. This stems from improved 
results in operations of The Investors Group and its 
subsidiaries, The Great-West Life Assurance Company 
and Montreal Trust Company, from an increase from 
42.1% to 96.2% during the year in the Company’s share 
in the earnings of The Investors Group and from a change 
inthe method of accounting for the earnings of The Great- 
West Life Assurance Company made in accordance with 
rules issued by the Federal Department of Insurance 
which resulted in an increase of 48 cents in your 
Company’s earnings per share for 1978. 

The share of earnings of Consolidated-Bathurst Inc. 
was $21,617,000 compared with $7,510,000 in 1977. This 


increase was due primarily to continued strong demand 
for newsprint and the exchange benefit on the conversion 
rate of United States currency. 

Other subsidiaries and affiliates accounted for a 
decrease of $3,296,000 in earnings mainly as a result of 
the strike which closed down the operations of La Presse 
Ltée and Montréal Matin Inc. from October 1977 to 
April 1978. 

During the year, your Company acquired 1,864,284 
common and common class B shares, 5,129,089 common 
class A and common class C shares, and 1,256,610 
preferred shares of The Investors Group, thereby 
increasing its voting control from 71.9% to 99.2%. In 
order to finance this acquisition the Company issued 
$112.8 million of variable interest rate income debentures 
to be repaid by semi-annual instalments and maturing 
December 31, 1988. 

On November 10, 1978, the Company sold its entire 
interest in Argus Corporation Limited for $80.5 million 
of which $65 million was paid in cash and $15.5 million 
by way of a note due in annual instalments to 1982. 

In November 1978, an agreement was announced by 
the board of directors of The Provincial Bank of Canada 
and Laurentide Financial Corporation Ltd. whereby both 
businesses would be merged. As a result, Laurentide 
shareholders would ultimately become shareholders of 
The Provincial Bank on the basis of 2 shares of the Bank 
for each 2% common shares of Laurentide. The first 
steps of this transaction have been completed and on 
February 12, 1979, a certificate of amalgamation was 
issued. Your Company now owns 1,739,585 preferred 
shares of Laurentide Financial Corporation Ltd. (the new 
company), a subsidiary of The Provincial Bank of Canada. 
The preferred shares of Laurentide Financial Corporation 
Ltd. will be exchanged in due course for common shares 
of The Provincial Bank of Canada. 

A Special General Meeting of shareholders was held 
on December 12, 1978 to approve certain By-laws modify- 
ing the Company's share capital. The anendments were 


necessary to permit the Company to capitalize an amount 
of $8 per participating preferred and common share, 
including a portion of the 1971 capital surplus on hand. 
This procedure enabled participating preferred and 
common shareholders to elect to receive this capitaliza- 
tion of surplus as a taxable or non-taxable deemed 
dividend according to their individual income tax status. 

On February 14, 1979, the Company authorized the 
calling for redemption on March 30, 1979 of the balance 
of the 5% cumulative redeemable second preferred 
shares Series A then outstanding, at the redemption 
price of $12 plus 7% cents per share for accrued and 
unpaid dividends. 

Your Directors have declared a dividend of 30 cents 
per participating preferred and common share for the 
quarter ending March 31, 1979 being an increase of 
15 cents over the previous quarterly dividend rate. Your 
Directors have also passed a By-law providing for the 
subdivision of the participating preferred and common 


President 


Montreal, Quebec, March 14, 1979 


shares on a 2 for 1 basis; to become effective, this By-law 
requires the approval of shareholders at the Special 
General Meeting of May 4, 1979, immediately before the 
Annual General Meeting. 

On June 26, 1978 Mr. Michel Belanger submitted his 
resignation as a director of your Company because The 
Provincial Bank of Canada, of which he is President and 
Chief Executive Officer, was considering the making of 
the offer, as described above, to all the shareholders of 
Laurentide Financial Corporation Ltd. 

Effective February 1, 1979, Mr. James W. Burns 
was named President of your Company, succeeding 
Mr. Peter D. Curry who remains a director and was 
elected Deputy Chairman of the Board. Mr. Burns has 
been President and Chief Executive Officer of The 
Great-West Life Assurance Company since March 1971. 

The directors wish to express their appreciation of 
the services rendered by the Officers and Staff during 
the year. 


On behalf of the Board, 


A/ Ge 


Dees 


Chairman and Chief Executive Officer 


Power Corporation of Canada, Limited 
Consolidated Balance sheet 


As at December 31 


ASSETS 1978 1977 

CURRENT ASSETS 
Cash. and short-term noteSag tee... ee eee en ea ee $ 87,982,000 $ 4,370,000 
Accounts-reCeivable si2% 5c ie ae eh eet eae Oe it Pee 41,169,000 34,841,000 
Inventories (note 2) cove Re ee ed ee 14,074,000 6,880,000 
Prepaid expenses ii Sic. FEE -enaly Sie SRn ie, Shia ihc nnCete ae na is an ete 1,720,000 2,198,000 
144,945,000 48,289,000 

INVESTMENTS 

Subsidiary and affiliated companies at equity (notes 1 and 3)............... 407,752,000 277,081,000 
Other securities: -:2.72 22 2g FE. Re ee ee ae at Une tee ee 18,462,000 88,068,000 
Advances to trustees of share purchase plans.......................00005 3,297,000 
426,214,000 368,446,000 
FIXED ASSETS—AE COST (nofe.4) 20) ae. cata sneer co. renee iro ss uaaiiien ete cere 280,112,000 287,738,000 
Less:'‘accumulated depreciation 23.4. 4. emit: 0) ech ee cee ce eee 147,708,000 144,562,000 
132,404,000 143,176,000 
$703,563,000 $559,911,000 


Approved by the Board of Directors on March 14, 1979 


PAUL DESMARAIS JAMES W. BURNS 


LIABILITIES 


CURRENT LIABILITIES 
BaniclOdia ues aimee ce hr ees eer iy iat wR Ay MIRE Sn Seana A a SUG Oi 
ACCOUMIS payableiand accruled Charges 1a... a ane tae eee eek 


Progress payments and billings in excess of costs incurred on 
URnCOMmplelOCeGOMtr Act Stay tot ana Whee tiene Meier Tea Ma he ote apa eli a| 


IICOMEMAXES: DAVADIC Mise © Gis feta nee Sir es a Ae eh. TD 
Current pomion on long-term debt tr. aes eee eee ee Ss eae ee 


CLONG-TERMEDEB Ty(n0te'S)ie. Aa ate kite ae cee hn mee aie ted ae 


DEEERREDINGCOMERIAXES YR cat nc, Mint te iene ee ot ee, Ste REN atc ater 


PROVISIONS 
Insurance losses, repairs and claims.....................000. SY ae Cee 
Beferred.compensationg..). 4-< sata hoe Sens etek enn tee meiner. Ak, oan ewe 
DeterEed iNCOMG ch tisk, ES chee, ha hk doe eee Mel ged cs ean pam als tte vee 


SHAREHOLDERS’ EQUITY 
Capital stock—non participating preferred (note 6)....................005. 
—participating preferred (note 6)............. 0.0 ee eee eee eee 
= COMMON s(NOLE: 6) cckonieten Setar Poe, Shee, eared Maney Saas 
Retained CarninGs tiaras inh Re see cee ate last, Em ERIE, Cela 


1978 TSI 

$ 8,000,000 $ 
36,052,000 32,446,000 
50,000 1,112,000 
931,000 683,000 
13,044,000 9,080,000 
58,077,000 43,321,000 
232,896,000 101,325,000 
44,378,000 40,684,000 
4,144,000 5,244,000 
629,000 742,000 
1,330,000 1,637,000 
6,103,000 7,623,000 
21,720,000 67,975,000 
18,074,000 6,950,000 
159,865,000 63,058,000 
162,450,000 228,975,000 
362,109,000 366,958,000 
$703,563,000 $559,91 1,000 


Power Corporation of Camaca, Limited 
Statement of Consolicated Eamings 


For the year ended December 31 


1978 
Gross revenue. from. operations (n0te:4) ses st ee eee $300,276,000 
Earnings from Operations; ss fac. seeks eee eran ee, $ 29,506,000 
Share of earnings of subsidiary and affiliated companies (note 3).................. 48,995,000 
Income from investMentSs sas asa ce coche eee: ead ema ene eee a 6,387,000 
~ 84,888,000 
Interest on long-term:debt A. 2ae Se 0 aor mer een ean ee ee 15,327,000 
Provision for.-depreciation iia sae nee ne oe ee er 12,914,000 
Provision forancOme taxes. 2 2.0 asker Bene ee ee te es a 5,036,000 
__ 33,277,000 
Earnings. before: extraordinary Items see eatin: oe ae aera) re ee 51,611,000 
Extraordinary items (MOte:7)e secre ieee rai eee ee (9,085,000) 
Net earnings. ©). 20 yA. 2 eI a eee are omer oe es eee $ 42,526,000 
Earnings per class PP and common share 
—before extraordinary items ¢ Ser. sh outa core a chit ais aaah een eee $ 3.94 
—~after extraordinary. itemsisg cote ance ee eat ermeecnr eae hare ine yee ee ee $ 3.23 
statement of Consolidated lkerained Earmings 
For the year ended December 31 
1978 
Retained earnings begqinning:-of yearn. aot. cee ee oe ee $228,975,000 
Adjustment resulting from change to new basis of accounting 
by The Great-West Life Assurance Company (note 3)... ...........0 cee eee eee 5,424,000 
234,399,000 
Add: 
Net Carmings i serd asses or ee he eee eae par Ce er oes ne 42,526,000 
Gain on preferred shares purchased for cancellation......................-. 452,000 
277,377,000 
Deduct: ei iT 
Dividends 
Preferred shares 1965:SerieS irri) sc noe tenn h ec ee e aN eeeenne o ee 1,068,000 
Preferredishares series Aviso)? hansen cate Pee ae OE ie ee 299,000 
Participating preferredishares , a te fe oe a ae ea ee 834,000 
Commion shares) Me ars, cee i ea Bae ae ee ee ae ae enn ee 6,753,000 
Share of net charges to retained earnings of subsidiary and 
affiliated companies/(note 3). \iaee) ye oa eae eee 3,901,000 
Transfer to:eapital:stock (note 6)? 7...) stake eee ee 102,072,000 
114,927,000 
Retained earnings end of year... |... sstaslss eee tne nner ee $162,450,000 


1977 


$270,805,000 


$ 28,865,000 
17,665,000 
4,596,000 
51,126,000 


8,895,000 

11,776,000 

4,497,000 

25,168,000 

25,958,000 
(9,234,000 ) 

$ 16,724,000 


fA 


1.84 
1.09 


fA 


1977 


$222,502,000 


222,502,000 


16,724,000 
477,000 


239, 703,000 


1,108,000 
2,296,000 

834,000 
6,482,000 


8,000 


10,728,000 
$28,975,000 


statement of Changes in Consolidated Financial Position 


For the year ended December 31 


SOURCE OF FUNDS 
From operations 
Earnings before extraordinaryutemsSeemiase. eco aene ee oe as 
Non cash charges (credits) 
Provision for depreciation 
Deferred income taxes 


DISDOSaOnIIXed ASSETS ¥en. eee ok eos UR Se REET EPL Ee ane et ey 
EISHOSAmOIINVESTMENTSE ura secre ec een ot Tg yA Snare aon 
Decrease in advances to trustees of share purchase plans.................. 
ISSUCTOMONO-LETlM GeDtau. . ees bce os, aes ene ee ee tee, See omy Ue 


USE OF FUNDS 

AOGITION SpeOulixeC saSSCTSS. \.7 ee a es 9 Seth oe lec Reals aes SR oe ae ee 
BUrGHASEIOrIVESLMENIS: aisctr essen, cake daha ate, Serato es Pee a oer On eer ai 
REducuolnromong-term.deDie.. hike ees + cote ee ee en ee 
Redemption of preferred shares series A........0.00.0. 0 0c eee ee 
Acquisition of 43%4% preferred shares for cancellation.....................5. 
Dividends—preferred shares 1965 serieS.......... 0.0.0.0 

=—pLererred shares serieS Av i. a0 es ees ee eke ee 

participating preferred shares... «cc... vs. See ee nose 

= COMMON: SUALCS Bia erite  PM Aether ane: cal ee ep er ee 
Ni SGelamCOUSmireere bes rect oot Mike derko, act ace Mat Pteaty ale er aan tats eh eit aN Rats 


INCREAS ERINIVORKING: CAPITAL ace cs-uiit nos av estteuspe Oar Spanos esr etetere se none ee 


1978 


$ 51,611,000 


12,914,000 
3,889,000 


(29,660,000) 


38,754,000 
4,016,000 
75,195,000 
3,297,000 


162,800,000 


284,062,000 


4,295,000 
115,089,000 
31,229,000 
39,001,000 
944,000 
1,068,000 
299,000 
834,000 
6,753,000 
2,650,000 


202,162,000 
$_ 81,900,000 


NE 


$ 25,958,000 


11,776,000 
3,174,000 
(4,642,000 ) 
36,266,000 
3,595,000 
21,286,000 

240,000 
5,000,000 
66,387,000 


28,813,000 
9,401,000 
13,481,000 


800,000 
1,108,000 
2,296,000 

834,000 
6,482,000 

762,000 


63,977,000 
$ 2,410,000 


Power Corooration of Camada, Limited 


Notes to Consolidated Financia 


Statements 


December 31, 1978 


Note 7. 


Note 2. 


Summary of Significant Accounting Policies 


Principles of Consolidation and Presentation 

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. 
All significant inter-company transactions are eliminated. The 1977 figures have been reclassified where 
necessary to conform with the presentation adopted in 1978. 

Investments in other subsidiary and affiliated companies are accounted for on the equity basis. A full 
consolidation of the financial statements of Power Corporation and its subsidiary companies has not been 
prepared as such statements would not present fairly the financial position of the Company. Financial state- 
ments of the major non-consolidated subsidiary and affiliated companies are presented on pages 15 to 37 of 
this Report. 

The difference between the cost of the investment in companies accounted for on the equity basis and the 
book value of the underlying net assets at the dates of acquisition is included in the carrying value of these 
investments. 


Inventory Valuation 


Shipyard contracts are accounted for on the “completed contract” basis whereby gross revenue and earnings 
are recognized when the contracts are completed. During the construction period, shipyard work-in-progress 
is accounted for at cost less allowance for losses on uncompleted contracts. 

Inventories of stores and supplies are carried at the lower of cost and replacement cost. 


Investments 
Investments in other securities are stated at cost less write downs. 


Fixed Assets and Depreciation 
Fixed assets are stated at cost. The cost and related accumulated depreciation of items retired or disposed 
of are removed from the books and any gains or losses are included in the statement of consolidated earnings. 
Vessels are depreciated on a straight-line basis on estimated useful lives of from 20 to 25 years. Land 
transportation revenue equipment is depreciated on estimated useful life of from 5 to 10 years. The majority of 
the remaining assets are depreciated at the maximum rates permitted for income tax purposes. 


Maintenance and Repairs 


Maintenance and repairs are charged to expenses as incurred. Expenditures which result in a material 
enhancement of the value of the assets involved are treated as additions to fixed assets. 


Income Taxes 


The Company follows the tax allocation basis in accounting for income taxes. Deferred income taxes shown 
on the financial statements represent taxes deferred mainly in respect of capital cost allowance claimed in 
excess of depreciation charged in the accounts. 


Pensions 


The Company and its wholly-owned subsidiaries have pension plans for employees, which are being funded, 
and the current service cost portion is charged to earnings as incurred. 


Inventories Thousands 
1978 1977 
shipyard: work-in;Progress 55% kl. een cae ct $12,681 $13,507 
Progress payments and billings on uncompleted shipyard work...... $ 3,343 $13,926 
Less: Progress payments and billings in excess of costs incurred 
on uncompleted contracts included in current liabilities........... 50 3,293 tal 2 12,814 
9,388 693 
Inventories of,stores and, suppliGS#.2 4 2) = ie ee ae 4,686 6,187 
$14,074 $ 6,880 


Note 3. Subsidiary and Affiliated Companies at Equity 


Subsidiaries Affiliates 
Laurentide 
Financial The Consolidated- 
Corporation Investors Bathurst Gesca 
Ltd. Group Other Inc. Ltée Total 
Voting’ shares soe sa ee ees 57.9% 99.2% n/a Site n/a n/a 
Equily interest-2y eu. eee 57.9% 96.2% n/a Sial yo 100% n/a 
Thousands 

Carrying value: 
December3 i197 (3 sox ceo, $30,191 $7 /5:568 7S. 2:.849 $131,446 $32,027 $277,081 
Adjustment resulting from change 

to new basis of accounting..... 5,424.) 5,424 
Additional investments.......... 114.315 284 114,597 
Share of earnings.............. PTET 28,01 9¢c)a) (28) PTO 1 (3,340) 48,995 
Share of extraordinary items .... (191) (775)(a) (7) 582 (2,673) (3,064) 
Share of credits (charges) 

to retained earnings. ......... nO (4,051) 40 (3,901 ) 
Sale and reduction of advance. . . (1,307) (2,338) (3,645) 
Write down of investment. ...... (8,400) 8,400) 
Dividends received............. (1,195) (5,242) (6,236) (6,662) (19,335) 
December 31, 1978............ $28,242(a)$213,256(e) $ 1,791 $147,409) $17,054) $407,752 
Share of equity 

December 31, 1978........... $30,992 $199,400) $ 1,640 $107,157) $ 9,270) $348,459 


(a) Represents value assigned to preferred shares received February 12, 1979 on the amalgamation of Laurentide Financial Corporation 
Ltd. with a subsidiary of The Provincial Bank of Canada. 

(b) Represents the Company's share of the adjustment applicable to prior years resulting from the change to new basis of accounting by 
The Great-West Life Assurance Company, a subsidiary of The Investors Group. (Reference is made to Note 1 to Financial Statements of 
The Great-West Life Assurance Company on page 31 for a description of the changes made). 

(c) Includes $18,823,000 share of earnings, before deduction of carrying charges, derived from The Great-West Life Assurance Company, 
a subsidiary of The Investors Group, whose financial statements have been prepared on the basis of requirements of the Department of 
Insurance of Canada. (Reference is made to Note 2 to Financial Statements of The Great-West Life Assurance Company on page 32 for 
a description of significant accounting practices). 

(d) Includes $6,090,000 share of earnings and $1,779,000 share of extraordinary items attributable to the change in the basis of accounting 
by The Great-West Life Assurance Company, a subsidiary of The Investors Group. 

(e) Includes 1,256,610 5% cumulative redeemable convertible preferred shares, 1969 Series. 

(f) Includes debentures of $990,000. 

(g) Includes advances of $3,077,000. 


Note 4. Fixed Assets and Gross Revenue 
Major classifications by industry of fixed assets and gross revenue are as follows: 
Thousands 
Fixed Assets Gross 
Cost Net Book Value Revenue 

1978 1978 1977 1978 1977 
Watoralransporbatlonints tou ans oon or techn Aue aeons $200,846 $ 94,532 $103,138 $107,125 $ 91,239 
SYalialerell Collage kate ese Sethian SiN Sas Genes mai is ae 12,737 3,618 3,23 41,563 30,365 
BANG athanSPOMatlonicwe. te. atc, 7 Meteh aeldinhanal at 57,620 31,834 32,820 148,036 136,178 
GH AL SL Selb hee kr Bete AY OAR DUNG EN ts Mitty Memmi es MT 8,909 2,420 3,495 3,552 13,023 
$280,112 $132,404 $143,176 $300,276 $270,805 


Power Corporation of Cahada, Limited 


Notes to Consolidated Anancia 


Statements 


December 31, 1978 


Note 5. 


Note 6. 


Long-Term Debt Thousands 
1978 1977 
Term bank loan bearing interest at the prime rate plus 4%... 0... eee $ $ 5,000 
Term bank loans maturing December 31, 1979 to December 31, 1982 
bearing interest at the prime rate plus 1% and secured by certain investments....... 20,000 25,000 


Income debentures maturing June 30, 1980 to December 31, 1987 bearing interest 
at half prime rate plus 1%% to December 31, 1982 and from January 1, 1983 
until maturity at half prime rate plus 144% and secured by ship mortgages........... 50,000 
Income debentures maturing June 30, 1979 to December 31, 1988 bearing interest 
at half prime rate plus 1%% to December 31, 1982 and 144% from January 1, 1983 
to December 31, 1988 and secured by certain investments. ...................... 110,100 
Income debentures bearing interest at the prime rate plus 24%% divided by two........ 12,500 
Income debentures maturing June 30, 1985 bearing interest at half prime rate 
plus 14% to March 31, 1980, 1%% from April 1, 1980 to March 31, 1982 and 


2% from April 1, 1982 to June 30, 1985 and secured by certain investments......... 52,500 52,500 
Other at various rates from 6%% to 114% maturing April 1, 1979 to June 1, 1991....... 13,340 15,405 
245,940 110,405 

Deduct: Instalments due withinrone years. S62 me.) 8... oe, ete ane ie eee 13,044 9,080 


$232,896 $101,325 


instalments due on long-term debt over the next five years are as follows: 1980—$20,915,000; 
1981— $20,841,000; 1982—$20,709,000; 1983—$19,318,000; 1984 —$19,328 000. 


Capital Stock Thousands 


1978 1977 
Non participating preferred shares 
First preferred shares of $50 par value issuable in series (i) 
Authorized—1,829,818 shares 
Issued — 429,818 shares 4%% cumulative redeemable 1965 series.......... $ 21,491 $ 22,887 


Second preferred shares of $12 par value issuable in series (ii) 
Authorized—6, 749,915 shares (iii) 
Issued — 19,120 shares 5% cumulative redeemable series A.............. 229 45,088 


$ 21,720 $ 67,975 


Participating preferred shares 
Class PP shares of $13 par value (iii) 
Authorized—1 ,592,760 shares 
Issued =— 1 390, 93-7SNAaress(¥ ioe vcscbh nas tos, oe nes i 5, ete aihe aaaee ane ee $ 18,074 $ 6,950 


Common shares without nominal or par value (iii) 
Authorized—59,476,220 shares 
Issued el 300,628 Shares: f6 sie iste. kane eo Reade Oe SR nn, 2 remap Sa $159,865 $ 63,058 


(i) redeemable at $50.50 plus accrued and unpaid dividends. During the year 27,933 shares were redeemed and cancelled. The Company, 
through a sinking fund, is committed to retire 26,500 such shares in each twelve-month period from May 1 to April 30. 


(ii) On March 30, 1978, 3,250,085 shares were redeemed. During the year 488,124 shares were converted into class A common shares. 


On February 14, 1979 the Company authorized the calling for redemption of the remaining 19,120 shares on March 30, 1979 at the 
redemption price of $12.00 plus 7% cents per share for accrued and unpaid dividends for the period from February 15, 1979 tothe date of 
redemption. 


(iii) On December 12, 1978 the Company obtained supplementary letters patent: 

a) reducing the capital stock of the Company by an amount representing the redemption price of 3,250,085 second preferred shares of 
$12 par value each and cancelling such shares; 

b) which, effective December 23, 1978, confirmed the transfer of an amount of $102,072,000 (the capitalized surplus) from retained 
earnings to the then issued equity share capital of the Company, representing an amount of $8.00 per participating preferred, class A 
common and class B common share; 

Cc) which, effective December 23, 1978, reclassified the 6% non-cumulative participating preferred shares of $5 par value as “class PP 
shares of $13 par value” with the same rights and privileges as the former shares; 

d) which, effective December 23, 1978, declared that the class A and class B common shares were replaced by one class of shares 
designated as ‘common shares without nominal or par value” and increased the number of authorized shares from 30,000,000 to 


59,476,220. 
(iv) 433 shares were issued for cash upon the exercise of warrants which expired on May 31, 1978. 
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Note 7. Extraordinary Items Thousands 


__1978 1977 

White COW OLINVESTMENtS eee. dees ake es at athe i Me Mee ee Oia $(8,400) $(7,000) 

Gain (Loss) on capital asset transactions, net of income taxes................0-0 eee ee 2,379 (Aer) 
Company's share of extraordinary items of unconsolidated sudsidiary and 

atriliated COMPANIES fs... andthe oa ate eRe GRU 2 UR aECR ere i coh mgr a A a (3,064) (527) 


Note 8. Commitments 
The Company and its wholly-owned subsidiary companies charter vessels, and lease terminals, trucks and 
buses under long-term agreements with non-consolidated subsidiary and other companies. Aggregate minimum 
rentals under these charter hire agreements and leases totalling $75,608,000 are as follows for each of 
the periods shown: 1979—$10,404,000; 1980-1984—$45,214,000; 1985-1989—$15,873,000; 1990-1994— 
$3,125,000; After 1994—$992 000. 


Note 9. Anti-Inflation Legislation 


The Company and its subsidiary and affiliated companies were subject to the Federal Anti-Inflation legislation 
relative to prices, profits, compensation and dividends. In the opinion of management the companies have 
operated in compliance with the legislation and supporting regulations. 


Note 10. Remuneration of Directors and Officers 
The remuneration received by Directors and Officers during the year ended December 31, 1978 was as follows: 


as Directors as Officers 

from: Number Amount Number Amount 
PowernCorporation of. Canadas Limited: 2% «as. a eee ee Zon $140,400 9 $829,800 
from subsidiaries: 
sealtiy CSlOrs GrOUD ie ate ea tenabers clus a Oe Rene kges ane tame 6 24,100 2 140,000 

INVeStOrs: GLOUDaRuSt GOs Lid aes at, ak pire Poder an wees Wet 1 600 

The Great-West Life Assurance Company...................: 5 25,100 2 144,300 

Montheale Iuist: COMMAN Varice its ome asus ke erty eo ee eee 4 19,400 1 100,000 


*Includes 4 Officers 


Aucitors keoort 


The Shareholders, 
Power Corporation of Canada, Limited 


We have examined the consolidated balance sheet of Power Corporation of Canada, Limited as at December 31, 
1978 and the consolidated statements of earnings, retained earnings, and of changes in financial position for the 
year then ended. For Power Corporation of Canada, Limited and those companies of which we are the auditors and 
which are consolidated or are accounted for by the equity method in these financial statements, our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. For the companies accounted for by the equity 
method, of which we are not the auditors, we have carried out such inquiries and examinations as we considered 
necessary in order to accept the reports of the other auditors. 7 

In our opinion these financial statements present fairly the financial position of the Company as at December 31, 
1978 and the results of its operations and the changes in Its financial position for the year then ended in accordance 
with generally accepted accounting principles applied, except for the change in the basis of determining the earnings 
of The Great-West Life Assurance Company as referred to in note 3 to consolidated financial statements, on a basis 


consistent with that of the preceding year. 


TOUCHE ROSS & CO. 
Montreal, Quebec, March 14, 1979. Chartered Accountants 
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Canada Steamship Lines{1975) Limited 


* 


BE as 


Canada Steamship Lines (1975) Limited manages Power 
Corporation’s assets in the transportation and related 
fields. 

Gross revenue from operations for 1978 amounted to 
$300,276,000, 11% higher than 1977. Earnings from 
operations before interest, depreciation and income 
taxes increased to $29,506,000 compared to $28,865,000 
in 1977. 

Earnings for the year were higher than in 1977 asa 
result of improvements in shipping, trucking, and the 
shipbuilding and ship repairing affiliates. The company 
experienced, however, a deterioration in earnings in 
bus operations. 


Water Transportation 


The Company's fleet consists of thirty-three ships, com- 
prising twelve self-unloaders, twelve bulk carriers, two 
self-unloading cement carriers and seven package 
freighters, which make it the largest and most flexible 
Canadian fleet operating on inland waters. Two of the 
bulk carriers and two of the package freighters have 
ocean going capabilities. 

The package freight division operates to and from the 
ports of Valleyfield, Hamilton, Windsor, Sarnia and 
Thunder Bay. 

Quebec Tugs Limited operates four tugs out of Quebec 
City and provides towing services within the Port of 
Quebec and surrounding areas. 

Steamships Forwarding Company, a wholly-owned 
subsidiary, operates a national rail freight forwarding 
business. 

During 1978, CSL operated on behalf of a consortium, 
in which the company is a participant, the M.V. Arctic, a 
specially designed vessel for use in the Canadian Arctic. 

Gross revenue from Water Transportation increased 
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17% from $91.2 million in 1977 to $107.1 million in 1978. 

The two new vessels delivered at the end of 1977 
successfully completed their first full season of operation. 
The bow on one of these new ships was especially de- 
signed for late season navigation and proved so effective 
in ice that a similar but even more advanced bow was 
fitted to the other new ship. This extremely successful 
innovation may well be added to other vessels in the 
fleet. 

The M.V. Ferbec, a 56,000 deadweight ton ocean 
going bulk carrier was operated to the eastern United 
States and South America after its inland water commit- 
ment had been fulfilled in late 1978. 

The company has placed an order with its Collingwood 
Shipyard to build an ice strengthened 730-foot self- 
unloader capable of access to Canadian east coast ports. 
The vessel, to be delivered in 1980, will be used initially 
in the Nova Scotia coal trade. 

The company continues to be amember of aconsortium 
examining the feasibility of building and operating vessels 
for shipping liquified natural gas from Melville Island in 
the high Canadian Arctic. The overall project was sub- 
mitted in January 1979 to the National Energy Board for 
its consideration. 


CANSHIP 
Hs Shipbuilding 


Canadian Shipbuilding & Engineering Limited, a sub- 
sidiary, has shipyards located at Collingwood and 
Thunder Bay, Ontario. Both yards have up-to-date repair 
facilities and are also involved in the construction of 
light- and heavy-engineered products. Collingwood, in 
particular, has one of the most efficient shipbuilding 
operations in Canada with sophisticated computer 
systems for work planning and scheduling. 

Gross revenue in 1978 was $41.6 million compared to 
$30.4 million in 1977. The latter figure excludes a vessel 
delivered to the Water Transportation Division. In 1978 
one maximum seaway-size self-unloader was delivered 
to an outside customer and, despite a seven-week strike 
at the Thunder Bay Shipyard, volume of ship repair work 
was heavy. 

Orders on hand should permit the continuation of ship- 
building work well into 1980. 


Land Transportation 


Truck Operations 


The Kingsway Transports’ group consists of Kingsway 
itself, a major inter-city general commodity common 
carrier, as well as Kourier—the small parcel express 
division, Servall Transport Limited—a specialized truck 
load carrier, and Brocklesby Transport Limited—a trans- 
Canada heavy hauling operator. Kingsway also provides 
other services such as warehousing, fleet maintenance, 
distribution of truck parts and accessories (under the 
name of Bennett & Elliott Co. Limited) and contract 
transportation. 

Operations extend across Canada from Quebec to 
British Columbia and additionally to certain areas in 
the United States. Operating assets include 2,200 
revenue equipment units, forty-two terminals located 
across the country and three terminals in the United 
States. 

Gross revenue increased from $72.5 million in 1977 
to $81.4 million in 1978 while tonnage carried increased 
6%. Volume was particularly strong in the last half of 
the year. 

New terminals located at Edmonton and Winnipeg 
became fully operational in 1978 and construction of a 
new terminal at Saskatoon was commenced. 

During the year, arrangements were completed to 
acquire additional operating rights in the north-eastern 
United States to complement existing operations. 

Kourier, Servall and Brocklesby experienced substan- 
tial revenue growth during 1978 and operations of all 


three units will be extended into western Canada in 1979. 


Voyageur 


——™ Bus Operations 


The Voyageur bus operations, servicing primarily Ontario 
and Quebec, comprise the largest inter-urban bus system 
in eastern Canada. The companies in this group offer 
regular inter-city passenger service in modern, air- 
conditioned buses operating out of convenient downtown 
terminals. Voyageur operates approximately four hundred 
buses and has terminals or agents in almost every major 
city and town within its operating territory. 

In addition, Voyageur also provides charter and tour 
services to many destinations in both Canada and the 
United States. 

Under the name ‘Parbus’, Voyageur offers a highly 
efficient bus parcel express service for packages up to 
eighty pounds. 

In 1978 Voyageur’s revenue recorded an increase 
of $2.9 million to $66.6 million. Earnings however 
were adversely affected by labour disputes during 
the year, including a strike by one of the Quebec 
bargaining units which has continued into March 1979. 

The greatest threat to the company’s future continues 
to be the heavily subsidized tariff policies of Via Rail, a 
crown corporation created to operate inter-city rail 
passenger service. 

Rate setting by Via, which is not determined by the 
usual economic considerations, is severely detrimental 
to the privately owned inter-city bus industry which is 
totally unsubsidized. Moreover, the crown corporation is 
concentrating its efforts on the Quebec-Windsor corridor, 
the short haul area encompassing Montreal, Ottawa, 
Kingston, Toronto and London, the same territory that 
provides the inter-city bus industry with the greater 
portion of its volume and permits it to serve a multitude 
of smaller centres for whom the bus is the prime if not 
the only mode of common carriage. 


Other 

Transportation related and other miscellaneous opera- 
tions had gross revenue of $3.5 million in 1978. These 
operations include grain elevators at both Kingston and 
Midland, Ontario, Montreal Ship Chandlers, T.M.S. 
Management Services Ltd., and Intercan Logistical 
Services Limited. During the year the quarry operations 
at Port Colborne were sold. 
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The Investors Grouo : 


Anvestors 


Condensed Report of 
the Directors to Shareholders 


Operating Results 

Consolidated Net Operating Income for 1978 was 
$35,665,000 compared with $21,496,000 for 1977. Final 
earnings after extraordinary items were $2.52 per share in 
1978 compared with $1.52 per share in 1977. 

During the third quarter of 1978 the Company increased 
its ownership in The Great-West Life Assurance Company 
to 95.7% through the acquisition of a further 911,370 
shares at a price of $100 (Canadian funds) per share. The 
long term financing of this acquisition was completed in 
October by a $40,000,000 public issue of twenty year 
9%% debentures and a private placement of $60,000,000 
cumulative redeemable preference shares. 

Before deducting the after-tax cost of bank loan and 
debenture interest, earnings of the Company excluding 
Great-West Life and Montreal Trust Company increased 
to $10,890,000 in 1978 compared with $8,786,000 in 
1977. Consolidated income from investment certificates 
and service fees was $9,323,000, an increase of 
$2,199,000 over 1977 while income from management, 
distribution and trust services declined by $95,000 to 
$1,567,000. 

The Company’s share of the earnings of The Great-West 
Life Assurance Company was $22,228,000 compared with 
$10,014,000 in 1977, an increase of $12,214,000. Of this 
increase, $7,322,000 is attributable to a change in the 
basis of accounting for Canadian life insurance 
companies. Reference is made to Note 1 to financial 
statements of The Great-West Life Assurance Company 
on page 31 for a description of the changes made. The 
balance of the increase reflects the higher earnings 
attributable to the increased share ownership and 
improvement in the operating results of Great-West Life. 

The Company's share of earnings of Montreal Trust 
Company increased to $3,548,000 from $2,881,000 
recorded in 1977. 


Dividends 


During the year, quarterly dividends of 12% cents per 
share were paid on the common convertible and Class A 
convertible shares and quarterly “tax-deferred” dividends 
of 12% cents per share were paid on the Class B and 
Class C convertible shares. The regular quarterly 
dividends of 31% cents per share were paid on the 
Preferred Shares, 1969 Series and the initial dividend of 
23.835 cents per share on the Preferred Shares, 1978 
Series was paid on December 1, 1978. 

At a meeting of the directors held February 9, 1979 
dividends of 15 cents per share on all classes of 
common shares and the regular quarterly dividend of 
31% cents on the Preferred Shares, 1969 Series were 
declared payable on May 1, 1979 to shareholders of 
record April 12, 1979. The regular quarterly dividend of 
37% cents per share on the Preferred Shares, 1978 Series 
was declared payable March 1, 1979 to shareholders of 
record February 12, 1979. 


Consolidated Statement of Income 


For the year ended December 31 


INCOME 
Investment income 
Service fees 


Share of earnings of unconsolidated subsidiaries 
The Great-West Life Assurance Company (note 3) 
Montreal Trust Company (note 4) 


EXPENSES 
IMeheShOneCeMICAteADINTES 5, Alcs 0 ctecu.c eon «x PO ios cea ees meee, 
AcalilonalkcreditstOrcenilicateS: at. ork. . acc fs. soe eget ee eae eee 
Cemiiicaterand. Service lee. COSIS.. a... 1c. fo. 3 os as ass pone y anes Ae a ee 
Management and distribution operating costs......... 0.00... eee eee 
HEUSWSehV ICES. ODeraling COSIS:3 Ss ates ha oie cuss x ache-von oo eRe oe enna 
interestiomibank loansiand debentures: ......). a. . 9h. eee ea a eeee eee 
PIOVISIONi OlmlNCOMeC-LAXCS is teertrecc 0 cad, Sn oss eh kads: Mego a ee he re eee 


NER CDerAUMOMnOONIG tra we carn tes sca Ds Dw hes} oy valccene.dhe seiko SMe eee eke ae 
EXtraonclInakvalreMms (MOLES 3-ANC'O) | noe. wakes Sa a-ak See oe etn ge net anna eee. 
NEInCOlG wT ne eee ee tes ha NE i eld cay od & Seah tee ete GER ae 


Earnings per share after deducting dividends on preferred stock (notes 3 and 10) 
= NEHODEKALINGHIICOME? ce thr at of an Sie ae dhesehyinaleRtae Gos auphsGene toad omtetingrrns are 


BENT Sm IICONT Ce et ce ee ee ra ck a ladle Cortes SiS CM ae ea ek 
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1978 


$ 57,905,549 


2,234,904 
13,458,027 
1,821,308 


22,227,674 
3,548,483 


101,195,945 


23,105,943 
13,864,262 
11,923,522 
11,179,370 
1,085,321 
2,025,874 


2,346,926 


65,531,218 


35,664,727 


(609,429) 
$ 35,055,298 


TNSHETE 


ay) A) | PASI 
2,325,074 
12,544,633 
1,508,509 


10,013,518 
Zoo ln2c9 


80,504,260 


20,429,632 
11,610,733 
11,169,668 
9,800,976 
995,030 
378,397 
4,624,207 


59,008,643 


21,495,617 
(218,854) 


21,276,763 
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The Investors Group 
Consolidated Balance Sheet 


As at December 31 


ASSETS 


CASH AND INVESTMENTS 


1978 


Cash and temporary invesimentssc...(c.-- a nn eye tene ee eee oe 


Marketable securities—at cost and accrued income, market value 
$227.842,130.(1977—$162;30/7,489) (note 2) 2 eee 


First mortgages on real estate—at cost and accrued interest receivable....... 


Real estate—at cost less accumulated depreciation $1,002,061 


(197 7—$893 947) oo: sage ee et ee 
Loans to certificate holders—not exceeding cash surrender values.......... 


INVESTMENT IN UNCONSOLIDATED SUBSIDIARIES 


The Great-West Life Assurance Company (note 3)...................0.. 
Montreal Trust Company (note 4) eeess ct a ee 


OFFICE PREMISES—at cost less accumulated depreciation 


$4,472,170 194f =54 953; 388 ) See ete eae eyes, cI ee 


ACCOUNTS AND' NOTES RECEIVABE ER Aaiiempat ceo ccea | ete eee. Ae eee 


INCOME: TAXES RECOVERABLE Ets ai tre grey OR eaets are e te ae ee 


ADVANCE TO TRUSTEE UNDER EMPLOYEE STOCK PURCHASE PLAN...... 


OTHER ASSETS a sees tee es ee are a re 


EXCESS OF COST OF SHARES OF CONSOLIDATED SUBSIDIARIES OVER 


BOOK VALUE OF NET ASSETS AT DATE OF ACQUISITION................ 


$ 20,472,423 


226,461,642 
446,229,594 


6,448,178 


. 22,582,979 


722,194,816 


216,961,490 
35,011,989 


4,348,987 
1,630,486 


2,655,992 


7,225,964 


734,084 


$990, 763,808 


HATE 


$ 20,383,728 


169,622,541 
407,884,530 


2200122 
19,139,730 


619,238,651 


93,531,074 
32,739,860 


4,366,433 


1 O99 320 


1,154,991 


5,976,151 


734,084 


$759,436,569 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Bank loan 


Dividends payable 
Other liabilities 


SHAREHOLDERS’ EQUITY 


1978 
CERTIFICATE AND CURRENT LIABILITIES 

ConiticatelabilitiesngOlesoy ates. Gs ce. ee ea. oo oben $641 584,427 
13 0) CEPR ah trae Gee eye ee nee oe OY SS AO ee SO 217,000 
axed SpoOsitSO mmol GageSs mara Mi, A PAS be tee oy nce te ee ey ee a ae oe 13,678,400 

MIC OMestAX OS DAV ADC Gee ee ee crn Seni ont 2 oo ea eke et ae ee ee 
oy oN eight ge ACE eee a PET Wee ORT RTP Ce meaeyy 2,021,509 
RPM ee MMS Skies ree ets, oe ak 2 Se Lae oe Gh PE AS see 15,332,587 
672,833,923 
INGOMEDEEERRE DO EUTURE WEARS says. <q. -ah le noe ee ee ee 907,233 
DE eae DaING OM EMAKE Otae ae gtr ataudo ns Say a5 3 Wey Oe ee 9,690,126 
C7 aDECGENTURES 1978S SERIES (note: 6)... oe. Schon sae oe ue Nei ee 40,000,000 
CapilaUslocks(1Olei/J—Preierred ss. 6.00. ph ls te ee ee 92,406,500 
= GCOMMON Sse suk ha. sake hotetees ete Sick ee tee ea gee 8,209,698 
100,616,198 
Contributed surplus arising from premium on capital stock (note 8) 46,777,238 
OLA LIMO Sx unated tttaQen, 2° c cord -a. ata ews wpe 8 She Ticsalbe See ami Aone 119,939,090 
267,332,526 
$990,763,808 


Approved by the Board 


PETER D. CURRY, Director ROBERT H. JONES, Director 
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1977 


$551 ,982,250 
2,000,000 
12,364,392 
922,402 
2,044,098 
10,949,782 


580,262,924 


900,559 


9,141,787 


32,444,000 
8,155,946 


40,599,946 


42,620,889 
85,910,464 


169,131,299 
$759,436,569 


The Investors Group 
Consolidated Statement of Iketained Earnings 


For the year ended December 31 


1978 
Balance:at‘beginning of the year. S. <uise moe eet ete eee eae $ 85,910,464 
Adjustment resulting from change to new basis of accounting by 
The Great-West Life Assurance Company (note 3)... 0.0.0... 50... cet ees ae 12,602,709 
AS adjusteds cea. oe xl a, Be See ee en 98,513,173 
Add (Deduct): 
Net income for the years& ose se sees arta eles as ee cree ee ae 35,055,298 
Company’s share of credits and charges recorded in retained earnings 
by The Great-West Life Assurance Company...................0000e eee (5,052,695) 
Dividends—Preferred shares ).- thse. oe ee ee ee (2,192,409) 
—Common shares: 2. 0% see Spe eee Re ee ey taice eee eee eee (6,384,277) 
Balance at end of the year: <.. ... Sa..cuct, pieces earache ee nat oe ok a $119,939,090 
Consolidated Statement of Changes in Financial Position 
For the year ended December 31 
SOURCE OF FUNDS tole 
From Operations 
Net operating INCOMES © can eee ee te ecg $ 35,664,727 
Less share of earnings retained by unconsolidated subsidiaries. ....... 20,350,688 
15,314,039 
Add (deduct) net non-cash charges (credits) to operations including 
deferred income taxes of $548,339 (1977—$369,109)............... 1,638,281 
Total. funds from operationSae eri seat ieee eee eee 16,952,320 
Interest and additional credits to certificates........................0 00 36,970,205 
Certificate sales and:collections Sreaetracarit cs eit alee eee te cee eee 138,475,081 
Proceeds fromisecurities:tranSaCtiOns# a.) eee oe eames tee ee 32,225,142 
Mortgage principal collectionsand'saless= sss emen earn ee 28,642,071 
Net proceeds from issue of debentures and preferred shares................ 99,193,773 
Receipt of advance to trustee under employee stock purchase plan.......... 1,154,991 
Miscellaneous. oi0 515 Soot ee Cie etree a ee 37,497 
353,651,080 
USE OF FUNDS rer Nae 
Certificate maturities and SUMenderSaia. sme eee ene 87,743,429 
Investments in marketable securities. ... 0.0.0.0... eee eee 92,378,606 
Investments inifirst mortgageSva. . ater te eee 66,824,579 
Increase in investment in The Great-West Life Assurance Company. ......... 91,481,462 
Net additions to real estate and fixed assets. ..............0 cece cece eeeee 4,752,034 
Decrease:in bank loans: 202. Aee eee ae ee 1,783,000 
Dividends paid. fe. Fk .ce. Poa a ak dt cen ne en 8,599,275 
353,562,385 
INCREASE (DECREASE) IN CASH AND TEMPORARY INVESTMENTS........... $ 88,695 
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1977 
$ 74,839,645 


74,839,645 


21,276,763 


(2,283,557) 
(1,622,200) 
(6,300, 187) 


Hf 


85,910,464 


1977 


$ 21,495,617 
8,647,480 
12,848,137 


(803,620) 


12,044,517 
32,040,363 
92,207,349 
38,660,406 
32,880,926 


345,366 
208,178,927 


69,704,229 
84,499,675 
57,916,000 


313,658 
2,000,000 
7,899,952 

222,333,514 


$ (14,154,587) 


Notes to Consolidated Financial Statements 
December 31, 1978 


Note 1. Statement of Accounting Policies 


A description of those accounting policies which are considered important to an understanding of the accom- 
panying financial statements is set out below. 


Principles of Consolidation 


The consolidated financial statements include the accounts of all subsidiary companies except The Great-West 
Life Assurance Company and Montreal Trust Company. The assets and liabilities of these two companies are 
not consolidated in the balance sheet as they operate within regulated industries and it is not considered 
appropriate to consolidate in the circumstances. Financial statements of The Great-West Life Assurance Company 
and condensed financial statements of Montreal Trust Company are presented on pages 27 to 35. 

All inter-company accounts and transactions have been eliminated in consolidation. The equity method of 
accounting has been used for the two non-consolidated subsidiaries, with the necessary adjustments having 
been made to reflect the disposal during 1978 of the previous investment by The Great-West Life Assurance 
Company in 650,000 common convertible shares of this Company. 


Marketable Securities 

It is a statutory requirement of the investment contract industry to amortize any differences between the 
original cost of bonds and debentures and their par value over the period to maturity in such a manner as to 
equalize the yield to maturity. The bonds and debentures included in this category are carried at amortized 
cost and all other securities are carried at original cost. 


Office Premises 


The depreciable properties and related equipment and furnishings are depreciated on a straight-line basis 
over their estimated life. Furnishings, once they have been fully depreciated, are eliminated from the accounts. 


Certificate Liabilities 

Investment certificates entitle certificate holders to receive at maturity a definite sum of money. A portion of 
payments made by installment certificate holders is added to certificate liabilities and the balance to service 
fee income. The portion of the certificate payments added to certificate liabilities, when combined with the 
interest compounded at government approved rates, will accumulate to equal the specified maturity value at 
the maturity date. The aggregate accumulated certificate liabilities always exceed the aggregate cash surrender 
values of the outstanding investment certificates. 


Service Fee Income and Selling Expenses 

On installment investment certificates, service fees received during the first year may exceed or be less than 
the aggregate of commissions paid to sales representatives and selling costs incurred. To achieve a better 
matching of income and expense, the differential is amortized over the first 60 months that installment. certificates 


are in force. 
On single payment certificates, a portion of commissions paid to sales representatives is amortized over the 


first 60 months that they are in force with the balance and all other selling expenses being charged against 
income in the year of sale. 


Additional Credits 

In addition to the guaranteed maturity and cash surrender values, certificate holders are entitled to additional 
amounts on the attainment of each certificate anniversary, as declared by the Boards of Directors of the 
respective companies. These amounts are allocated to the certificates on their anniversary dates. Full provision 


has been made for all additional credits, both earned and accrued. 
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Notes to Consolidated Financial Statements 
December 31, 1978 


Note 2. 


Note 3. 


Marketable Securities 


1978 Ses ar) GLa sat. See 
Cost Market Cost Market 

Government of Canada bonds............ $ 31,596,922 $ 29,399,587 $ 20,049,010 $ 18,639,587 
Canadian provincial and municipal 

DONS Sree cs eo Bn ee en ota eee 16,599,795 14,715,471 20,0G2on 20,971,312 

Canadian corporate bonds, 

debentures and obligations............. 35,661,103 32,122,839 36,927,165 34,340,490 

AirCraleCerttiCalteS ©. ae ae eee 5,421,318 5,421,318 5,707,819 5,707,819 

Canadian preferred stocks............... 102,000,430 103,871,415 59,924,000 58,199,929 

Canadian COMMON:StOCKS 44> 5.58 eee 31,784,993 38,914,418 20,447,904 21,468,960 

223,064,561 224,445,048 166,643,149 159,328,097 


Accrued interest and dividends 
receivableia ce swiss ae ee eee 3,397,081 3,397,082 2,979,392 2,979,392 


$226,461,642 $227,842,130 $169,622,541 $162,307,489 


* Aircraft certificates represent part ownership of two aircraft leased to a major Canadian airline after deducting 
a liability for 11% serial debentures. The debentures amount to $2,391,000, mature in 1991 and are secured 
by a mortgage on one aircraft and the related lease payments. 


The Great-West Life Assurance Company 
Value of investment at beginning of the year net of investment of the subsidiary in 650,000 


common:convertible shares of the parent? ae tee Oe A ee aie ree eee $ 93,531,074 
dd: 
Adjustment resulting from sale of its investment in the parent.........................5. 4,172,632 
Share of net credit to retained earnings of subsidiary resulting from change in basis of 
accounting: (See below Press ae eoeeA etc. eta amet cg ton NAS 0h ah re con AO ge ce 12,602,709 
110,306,415 
Add (Deduct): 
Cost-of: shares:acquired:during: the yeais. ma. soe ee. 8 ut ne ee ee ee 91,481,462 
Share.of19/8:net income-trom operationS eras... uae. ene sak, eee 22,227,674 
Shareiofi 19/8. extraordinary itemsz seta. cette Rina Un. ee ee eee 2,123,496 
Share of dividends paid by the Company on reciprocal investment....................05. 81,413 
Dividends TECCIVed eke BAe cee Fe I ee cd ctl ce he Ae ees ee (4,206,275) 
Share of net charges recorded in retained earnings of subsidiary........................ (5,052,695) 
Value-ofinvestment'atiend of-thewvearn <2 a eee: oan eee mere eer rn ee ee ee $216,961,490 


During 1978 amendments to the Canadian and British Insurance Companies Act changed the basis of 
accounting of The Great-West Life Assurance Company. Reference is made to Notes 7 and 2 to Financial 
Statements of The Great-West Life Assurance Company on pages 31 and 32 for a description of the changes 
made and of the significant accounting practices. These changes have had the following effect on the financial 
statements of The Investors Group: 


a. Of the increase in the shareholders’ equity of The Great-West Life Assurance Company as at December 31, 
1977, $39,541,859 is attributable to the 1,002,000 shares (50.1% interest) of that company that were owned 
by The Investors Group at December 31, 1977. Of this amount, $26,939,150 has been calculated as having 
accumulated prior to the date of acquisition of the 50.1% interest. This amount reduces the excess of the cost 
of 1,002,000 shares over their book value at date of acquisition from $27,589,000 to $650,000 which is 
included in the carrying value of the investment. The remaining $12,602,709 has resulted in an increase in 
the carrying value of the investment and a credit to retained earnings. 


b. Of the $12,214,156 increase in the Company's share of the earnings of The Great-West Life Assurance 
Company, approximately $7,322,000 of the increase (57c per share) is attributable to the change in the basis 
of accounting. In addition, $2,123,496 of the extraordinary items (16c per share) is also attributable to the 
change in the basis of accounting. 


The excess of the book value at the dates of acquisition of the 911,370 shares of the subsidiary acquired during 
1978 over their cost was $14,841,000; the cost of these shares is included in the carrying value. 
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Note 4. 


Note 5. 


Note 6. 


Note 7. 


Montreal Trust Company 


pene Oiinvesinent.at. beginning of tie year seus. ui. tae) ae ek ae ee $ 32,739,860 
Share Ol LOLS net OPerallnGuncOomes tans. er, Sk) ces et ee ee ee ee 3,548,483 
Silaceri a /.5.eXtraorcdinary items ewe wee ce) ee A ee er Ore 24,253 

36,312,596 

Deduct: 

DR TGMOS TeCCIVOC geet, Mier tc ae itor ee ee Gg we Ne Ree age ee 1,300,607 

Valve omlmvestinentat-end Ofihe yeariew vas eo ta. eaten oo Sek Se ey a $ 35,011,989 


The excess of the cost of the 1,300,607 shares held in this subsidiary over their book value at the date control 
was acquired was $8,271,000 which is included in the carrying value of $35,011,989. 


Certificate Liabilities 

As security for investment certificates issued by subsidiaries, assets which qualify as investments under the 
Canadian and British Insurance Companies Act having a value in excess of net certificate liabilities must be 
lodged by each subsidiary with approved depositories. As at December 31, 1978 the aggregate excess was 
$24,027,000. 


9%% Debentures, 1978 Series 

The Debentures are due October 4, 1998 with a sinking fund requirement of $1,500,000 per annum to 
commence October 4, 1984. Under certain circumstances the Company will be required to purchase for 
cancellation up to $800,000 of debentures per annum, commencing October 4, 1979 for four years. 


Capital Stock 
Authorized 
1,296 260—5% cumulative redeemable convertible preferred shares, 1969 Series—entitled to $1.25 annual 
cumulative dividend; redeemable at $25 per share; and convertible into 1% common Class A 
convertible shares up to April 30, 1979. 


2,400,000—cumulative redeemable preferred shares, 1978 Series—entitled to an annual cumulative dividend 
of $1.50 to September 1, 1985 and thereafter at a floating rate equal to % of the prime rate plus 
14%%; redeemable on and after September 1, 1983 at $26 per share to August 31, 1988, decreasing 
to $25% per share during the period to August 31, 1991 and at $25 per share thereafter. 


20,000,000—voting common convertible and common Class B convertible shares, in total, which are inter- 
convertible. 
20,606,843—non-voting common Class A convertible and common Class C convertible shares, in total, which 
are interconvertible. 
All of the classes of common stock now have the same characteristics except for voting rights. Until December 
31, 1978 the common Class B and Class C convertible shares were entitled to receive “tax-deferred” dividends. 
Dividends on all classes of common shares to be paid in 1979 and thereafter are taxable. 

Under the provisions of the Manitoba Corporations Act, all of the shares of the Company are deemed to be 
without par value. During the year the Company's articles of incorporation were amended increasing the 
authorized number of preferred shares by 2,400,000 and increasing the maximum consideration for which all 
of the shares of the Company may be issued from $82,000,000 to $142,000,000. 

Under the terms of the preferred shares, 1978 Series, all of which were issued during 1978, the Company is 
required to purchase 168,000 shares at $25 per share on September 1 in each of the years 1984 to 1993 
inclusive. The holders of the shares outstanding on September 1, 1993 have the right to have the Company 
redeem them on that date: otherwise 20% of the shares then outstanding will be purchased by the Company 
on September 1 in each of the years 1994 to 1998. 
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Tne Investors Group 


Notes to Consolidated Financial Statements 
December 31, 1978 


Issued and Outstanding 


December 31, 1978 December 31, 1977 
Shares Amount Shares Amount 
Preferred shares, 1969 Series................. 1,296,260 $32,406,500 1,297,760 $32,444,000 
Preferred shares, 1978 Series................. 2,400,000 60,000,000 
3,696,260 $92,406,500 1,297,760 $32,444,000 
Common shares 
Common CONVEerIDIemeeess aca ener 6,842,005 $ 342,100 6,631,530 $ 331,576 
Common Class'6 convertible. 3) as. eee 100 5 PAO H SY ha) 10,529 
Interest of unconsolidated subsidiary in 
common convertible shares................ (16,282) 
Common Class A-convertible sa. 5. .tee ee 6,085,843 304,287 bo n024 287,551 
Common.Glass CG convertibleve.. 35 eee eer 3,455 178 335,776 16,789 
Surplus arising from conversion of 
preferred sharesS.-2) 3) 2 a ee ee 7,963,128 7,525,783 


12,931,403 $ 8,209,698 12,928,905 $ 8,155,946 


During the year 1,500 convertible preferred shares were converted into 2,498 common Class A convertible 
shares resulting in an increase of $37,345 in surplus arising from conversion of such shares. 

At December 31, 1977, 118,248 common Class A convertible shares were reserved for the Employee Stock 
Purchase Plan. No shares were allotted during 1978 and, as a result of a Plan amendment during 1978, noshares 
were reserved for the Plan at December 31, 1978. 


Note 8. Contributed Surplus 
The change during the year was as follows: 


Balance beginning ofthe years sae i ee ee) cee See $42,620,889 
Add: Elimination of interest of unconsolidated subsidiary in common convertible shares...... 4,156,349 
Balance end of the year to. n. Sireratae eter tod Sen See chee Onl ates canes Rie keen ea hare: oem $46,777,238 


Note 9. Extraordinary Items 


Details of these amounts are as follows: 1978 1977 
Net loss on investments net of income taxes 

$1,922 ,046:(197.7—$436,855) aoe ee ei pet ee ee $ (1,950,951) $ (242,949) 
Debentures and preferred stock issuance costs net of income taxes $347,347... (806,227) 
Share of extraordinary items 

The Great-West Life Assurance Company..............0 00 cece cence eee ens 2,123,496 

Montreal Trust: Gompany 2..c osc. eet ee a ee 24,253 24,095 


$ (609,429) $ (218,854) 


Note 10. Earnings Per Share 


a. Basic eta 978 pose oat Lily 
Netioperating INCOME ss. ouh insta rhe oa re SR Mtr re ore ea $ 2.57 $ 1:54. 
Net INCOMO. 2: Vale a ie 5 eR rete a Ra ar $ 2.52 $ 52 
Basic earnings per share have been determined after deducting $2,498,163 
(1977—$1,622,200) attributable to preferred shares to December 31 
b. Fully diluted 1978 1977 
Net operating income. .7...%:. o. are. eee eee eee $ 2.31 $ 1.42 
Net INCOME sie Woe weec x cach ea tees oe ater ee $ 221 1.41 


It has been assumed in calculating the fully diluted earnings per share that all the preferred shares, 1969 Series 
outstanding at December 31 of each year had been converted as of January 1 of each year. 
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Note 11. Other 


a. Investors Mortgage Fund, a mutual fund managed by a subsidiary, invests in first mortgages on improved real 
estate in Canada. It is anticipated that there will always be ample cash and marketable securities in the Fund 
available to meet future withdrawals. However, should the withdrawals exceed available cash and marketable 
securities, The Investors Group has guaranteed to find a purchaser for (or failing to do so, purchase itself) 
sufficient mortgages at prices not less than 95% of the then prevailing market value thereof, to realize sufficient 
monies to enable the Trustee to meet all such withdrawals. 

As at December 31, 1978 total assets of Investors Mortgage Fund were $319,078,000 comprising $37,138,000 
cash and other liquid assets and $281,940,000 in mortgages. 


b. Included as charges against net income are the following: 


1978 1977 
Deprecialioniand-amortizatiOn., eons ae. is ak ee at ee ee $529,423 $426,484 
Remuneration of directors and senior officers................ oy co RPP ee ne. eee ee 488,150 654,774 


During 1977 the Board of Directors approved an executive incentive plan under which awards may become 
payable to a director, who is an officer of a wholly-owned subsidiary, at the close of the five year period 
ending December 31, 1981. Payments of awards and the amount thereof are contingent on the attainment by 
the Company of certain earnings levels during the five year period. A provision of $39,600 has been made bya 
consolidated subsidiary in 1978 for this contingency which is not included in the above remuneration figures. 


c. Aggregate remuneration paid by the Company’s unconsolidated subsidiaries to directors of the Company for 
service as directors or senior officers of the unconsolidated subsidiaries including the cost of pension benefits 
amounted to $308,517 (1977—$309,501). 


d. The Company was subject to the federal anti-inflation legislation relative to income, compensation and 
dividends to the end of 1978. In the opinion of management the Company operated in compliance with the 
legislation and supporting regulations. 


e. The foregoing consolidated financial statements and notes thereto were approved by the Board of Directors of 
the Company on February 9, 1979. 


Auditors keoort 


To the Shareholders of The Investors Group 


We have examined the consolidated balance sheet of The Investors Group as at December 31, 1978 and the consoli- 
dated statements of income, retained earnings and changes in financial position for the year then ended. For The Investors 
Group and the consolidated subsidiary companies, our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we considered necessary in the circum- 
stances. For the unconsolidated subsidiary companies referred to in Notes 3 and 4 of the financial statements and 
accounted for by the equity method, we have relied on the reports of the auditors who have examined their financial 
statements. 

In our opinion, which insofar as it relates to the amounts included for companies not examined by us is based solely on 
the reports of other auditors, these consolidated financial statements present fairly the financial position of the company 
as at December 31, 1978 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles (except that, insofar as the net income of The Great-West Life 
Assurance Company is concerned, the accounting practices employed are those prescribed or permitted by the 
Department of Insurance of Canada). Further in our opinion, except for the change in the basis of accounting used by 
The Great-West Life Assurance Company as referred to in Note 3 to the financial statements, such accounting principles 
are applied on a basis consistent with that of the preceding year. 


DELOITTE, HASKINS & SELLS 
Winnipeg, Manitoba, February 9, 1979 Chartered Accountants 
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The Great-West Life Assurance Company 


LAS 


Condensed Report of 
the Directors to Shareholders 


Record sales and improved earnings for both policy- 
holders and shareholders highlighted the year 1978. The 
net rate of return on investments continued its upward 
movement and results in the group health insurance line 
of business improved significantly. Mortality experience 
for individual policies was less favorable than the 
unusually favorable experience in 1977. 

Canadian legislation making changes in the basis of 
accounting for life insurance companies operating in 
Canada became effective in 1978. The notes to the 
financial statements have been expanded to include an 
explanation of the changes which have been introduced. 
It should be noted that the Financial Statements for 
1977 have been re-stated on the new basis for purpose 
of comparison. 


Sales 


In response to a continuing strong demand, total sales of 
life insurance and annuities increased by 35% over 1977 
and recorded a new high for the Company. Measured by 
the amount of life insurance protection provided and the 
maturity value of annuity plans issued during the year, 
sales amounted to $8, 124,604,000. Of this total, 53% 
was recorded in the United States and 47% in Canada. 
Health insurance sales, in terms of gross annual 
premiums, increased 28% and totalled $104,342,000, 
also a new high for the Company. United States results 
accounted for 63% of the total and Canadian results 
were 37%. 


Individual Products 

Sales of individual life insurance policies increased 38% 
to $1,678, 768,000. The average face amount of policies 
underwritten in 1978 was $46,509, compared with 
$35,318 the previous year. Canadian sales of 
$1,162,221,000 were particularly strong and represented 
an increase of 50% over 1977 while United States sales 
of $516,547,000 were up 19%. 
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Sales of individual annuities where payments 
commence at some future date are measured by the 
maturity value of these products. Sales increased 
136% in 1978 to $443,898,000 with a strong surge in 
new business in the United States more than offsetting 
a decline in Canada. Canadian results accounted for 
$102,464,000, down 26% from 1977, while the 
United States recorded sales of $341,434,000, up 574%. 

Single premiums received for annuities where 
payments commence immediately totalled $29,801,000, 
up 59% from the previous year. 


Canada U.S.A. Total 
(000’s) (000’s) (000's) 


Life Insurance .. $1,162,221 $ 516,547 $1,678,768 
Annuities...... 102,464 341,434 443,898 
$1,264,685 $ 857,981 $2,122,666 


Individual Products 


Health Insurance 


(annualized 
premiums).... $ 3,950 $ 647 $ 4,597 


Group Products 

Continued growth in the sales of the Company’s group 
products reflected the growing opportunities in the 
market for employee benefit plans. 

Group life insurance sales increased 32% over 1977 
to $4,238,424,000 with Canadian sales of $1,889,164,000 
up 19% and United States sales up 44% to a record 
$2,349,260,000. 

Group annuity sales maintained the strong growth 
pattern of recent years and, at $1,763,514,000, recorded 
an increase of 27% over 1977. Canadian sales were up 
21% at $636,056,000 and United States sales increased 
30% to reach $1,127,458,000. 


Group health insurance sales measured in terms of 
new annualized premium income continued to grow and 
registered an increase of 26%, to total $99,745,000. New 
business in Canada accounted for $34,596,000 and in 
the United States, $65,149,000 up 28% and 26% 
respectively. 


Group Products Canada U.S.A. Total 
(000’s) (000’s) (000's) 
Life Insurance... $1,889,164 $2,349,260 $4,238,424 
Annuities... . . . __ 636,056 1,127,458 1,763,514 
$2,525,220 $3,476,718 $6,001,938 
Health Insurance 
(annualized 
premiums).... $ 34,596 $ 65,149 $ 99,745 


Business in Force 

Life insurance and annuity business in force increased 
16% to $47,200,029,000. Health insurance in force, in 
terms of gross annual premiums, increased $45,289,000 
over the previous year and totalled $369,014,000 at 
December 31. 


Individual Products Canada U.S.A. Total 
(000’s) __(000's) (000’s) 
Life Insurance.. $5,039,466 $2,997,670 $8,037,136 
Annuities. ..... 563,476 435,751 999,227 
$5,602,942 $3,433,421 $9,036,363 
Health Insurance 
(annualized 
premiums).... $ 8,849 $ ShalvAce S30. AO Ess: 
Group Products Canada U.S.A. Total 
(000’s) (000’s) (000’s) 
Life Insurance. . $19,387,498 $10,966,360 $30,353,858 
Annuities...... 5,381,879 2,427,929 7,809,808 


$24,769,377 $13,394,289 $38,163,666 


Health Insurance 


(annualized 
142,641 $ 356,986 


premiums). ...$ 214,345 $ 


Income 

Premium income for 1978 increased $259,916,000 over 
1977 to $1,015,949,000 up 34%. Of this total, $351,096,000 
represented premium income from new business, up 77% 
from the previous year with the balance representing 
premiums paid on policies issued in prior years. 


Source of 1978 Premium Income 


Individual Products First Year Single Renewal 
(000’s) (000's) (000's) 
Life Insurance... $ 17,863 $ 12,575 $ 108,310 
Annuities. ..... 3,543 193,444 18,367 
Health Insurance 4175 7,330 
TotalPremiums $ 25,581 $ 206,019 $ 134,007 
Group Products First Year Single Renewal 
(000’s) (000's) (000’s) 
Life Insurance.. $ 8,573 $ fa elers) Sy SMA ele) 
Annuities. ..... 36,269 24,116 1OT,376 
Health Insurance 47,882 275,671 
TotalPremiums $ 92,724 $ 26,772 $ 530,846 


Net investment income increased to $268,500,000, up 
21% over 1977. The net rate of return on the Company’s 
total assets was 8.41%. 

Total funds available for investment including 
repayment of principal on investments of previous years 
increased substantially over 1977 and amounted to 
$722 ,000,000. Mortgage investments continued to 
account for the largest allocation of investible funds 
followed by bonds, real estate and common stocks. The 
rate of interest on bond and mortgage investments made 
in 1978 was 10.73% in Canada and 9.43% in the United 
States. 

Realized and unrealized capital gains on segregated 
investment funds were $5,848,000 in 1978, compared 
with $1,744,000 in the previous year. Such capital gains 
and losses are credited or charged to these funds and do 
not affect net income of the Company. The gain is offset 
by an increase of the same amount in the increase in 
policy reserves noted under Benefits and Expenses. 
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The Great-West Life Assurance Company 


Benefits and Expenses 

The largest part of the Company’s income is paid out or 
credited to policyholders and their beneficiaries and 
totalled $1,099, 773,000 in 1978. Direct payments were 
$635,840,000 an increase of 16% over 1977. They 
included death benefits on life insurance claims, 
pension income for annuitants, funds to assist in the 
costs of hospital care, dental bills and other needs, 
replacement of income lost through disabling illnesses 
or accidents and dividends on participating plans. As 
well, an addition of $463,932,000 was made to the policy 
reserves held to provide for future payments to 
policyholders. 

Mortality experience for individual policies was less 
favorable than both the previous year and long-term 
expectations. Mortality experience for group policies, 
however, improved over 1977 and remained at a 
favorable level. The ratio of claims to premiums in the 
health insurance line of business improved significantly 
over that recorded a year ago. 

Commissions increased 31% while operating expenses, 
at $77,583,000, were up 18% over the previous year. 
However, the Company’s ratio of expenses to income 
declined. 
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Net Income 

In the participating policyholders’ account, net income 
from operations before policyholder dividends was 
$47,205,000 up 19% over the previous year, with an 
increase in investment income a significant factor in the 
improved result. Of this amount, $37,116,000 was 
appropriated for policyholder dividends, up 18% over 
1977, and $12,315,000, including extraordinary items 
totalling $2,226,000, was carried forward to the 
participating policyholders surplus account. 

Net income from operations attributable to shareholders 
amounted to $33,841,000 representing $16.92 per share 
compared with $14.66 in 1977, an increase of 15%. 
Continuing strong investment earnings, and an improved 
result in the United States group health insurance line 
of business contributed to this result. Including 
extraordinary items totalling $3,433,000, net income to 
shareholders was $18.63 per share compared with $15.94 
the previous year. 


Assets and Liabilities 


Assets increased $590,360,000 to $3,690,422,000, a 
growth of 19%. 

Liabilities, consisting primarily of funds set aside to 
meet future obligations to policyholders, amounted to 
$3,245,222,000. Special reserves were $94,818,000 
while capital and unappropriated surplus increased 
$36,656,000 to $350,383,000, representing 10.8% of 
liabilities. 


summary of Operations 


For the year ended December 31 


1978 1977 
INCOME (note 7) 
Eiieunsurance anc annuity OTeMmIUMS «cess. case ce. gene ee ae $ 680,890,615 $464,453, 741 
PC GIOCI ga NC srea lth PREMIUMS taney ke C ck. sy a ee ee ee 335,058,627 291,578,884 
LV eSHUCIIBIC ONC MemePaeer ret Aer a. ee ay sy OO ae See epee 268,500,299 222,023,163 
Net realized and unrealized capital gains on assets of 
SEQLCOaLeCIINVeEStIMeN tL LUNGS saewersaloe ee less aac <p ee ee 5,848,201 1,744,202 
1,290,297 ,742 979,799,990 
BENEFITS AND EXPENSES 
PieanCranuuilt Ye CCIILS Mamet ther uae ac Ce eae. pede eer eee 296,233,818 249,397,456 
Peciientzanciacalth DOMnetitS sx seen co cte fe se oc ee x os wen oes TR ROR SRS 287,712,485 Pday fren kst sy te 
Lees MOu UMUS OMmGeCpOSit etter ee faci. sb sale ee ee ee 14,778,828 11,920,303 
Increase tm policy reserves (NOt@ 20)... bce eee decane bus beeb ele eeu ds 463,931,940 272,116,445 
BV iOG CSO DONCYHOLICrS Sapwye sete tert ts sc «6 ata te eee eee ee eee 37,115,421 31,493,636 
Totaljpaidoncredited topolicyholders: ....2.........5.55-.. 50.2 1,099,772,492 822,446,355 
SOMLNS S| OS een ee arrears on Fac. a va uhade Weer ose eae eeeeeeee 36,976,653 28,168,022 
WOESTALMOLEXPCHSCS Mee mT tae Mem see oe ke ek SS oe eee Oa eee ee 77,582,896 65,/26,173 
ECL MUMIMAX COMME hts bees Goi wep: ie ce Shatdl aod la Bly Fv wR agen Oe ee 13,935,144 11,038,645 
1,228 ,267,185 927,379,195 
Net operating income before income taxeS. .. 1.0.6... eee 62,030,557 52,420,795 
ie cenetaXeS  MOlCle CO) > RN nee. ee ies oo) Soy ain se Ua eee 18,100,000 14,997,000 
eiIMe Ge inOMOOeCratlonS mat va takes oa ns Gawd ea stem Goes ante) eos Gee eee inmee 43,930,557 37,423,795 
Extraordinary items 
Realized gains/losses on sales of assets (note 3)... 2.0.0.0... 00 ce eee eee 3,073,537 2,612,400 
Eilolayearsaincome tax adiuSIMent. 24s. 05% 00), ae ges vel a Seen ome ee 2,216,782 457,787 
Share OnucaLiiligs OL sUDsICclalies (NOL 21). s..4mkae 2 eerie oon 368,833 | 211,254 
IN CERIEIC LL 1G Ceara rte etre tn SS. a. so tataner mote maebcaguersihun bo MPN Gelato a fame $ 49,589,709 $ 40,771,236 
SUMMARY OF NET INCOME (note 2h) 
ATTRIBUTABLE TO PARTICIPATING POLICYHOLDERS 
Netncome perore Dolicyholder CIVIGEMOS ye mares oe wi we asin cree $ 47,204,963 $ 39,590,587 
POC YNOlGETICIVIGENCS sumer = leo: oe. uh cee eh 9 og ae cee Ce 37,115,421 31,493,636 
NGtnCOMIC a OMlODCTATIONS sao nota tes ote wesc One Cheer eg katt sy oan aes eeoor 10,089,542 8,096,951 
EXECAOLGIIALY sIEOINIS ereteaeeet nites tenn lace ee eh ial ee mcs es ine ar gery oer ieee 2,225,513 791,962 
Net income—participating policyholders............. 05. e eee ee eee eee $ 12,315,055 $ 8,888,913 
ATTRIBUTABLE TO SHAREHOLDERS 
NGEINCOMIe TrOMmmODCratlOnS: jpieune = tis selec oy hres tee oo alps ie eins ue cuntege $ 33,841,015 $ 29,326,844 
EXtraOrcimary. ILeMiSameome ra cire ae heer re cttcn in tte mk aerate ya eee ae ___ 3,433,639 ___ 2,555,479 
Net income—shareholdersicls 2. osc dee ce ne te ane ee ei nero enue $ 37,274,654 $ 31,882,323 
Earnings per share 
elveleakelsfeec dle Ric! ett Stes ois Ee oo uae Sir Ace NOE $ 16.92 $ 14.66 
Including extraordinary iteMs.......... 6. eee eee ee eee ee $ 18.63 $ 15.94 
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Balance Sheet 
As at December 31 
ASSETS 1978 1977 
(note 7) 
BONDS Mote 2a). 2 Jorcen ts ren ee ele re eR a eS Or ee eee $ 934,889,372 $ 809,564,946 
STOCKS (note 2D) inns etc inet Ook aie a eo etc ee 317,015,712 252,501,618 
MORTGAGES AND SALE AGREEMENTS (note 2a).....................%...- 1,412,549,812 1,209,932 ,042 
REAL ESTATE (note 2c): 2 to. Ae Oe eee 275,177,974 219,074,134 
LOANS: TO POLICYHOLDERS eo te eee reer 189,921,241 180,816,310 
GASH AND CERTIEIGATES OF DEROS Tiree ree eee ree 27,370,689 10,066,837 
PREMIUMS:IN COURSE OR CGOLEEGIION set eer ee ee 67,949,264 48,931,595 
INTEREST DUE AND ACCRUEDS7 eater ee ee eee 37,013,302 31,359,000 
SEGREGATED INVESIMENREUNDS (noie:Zd) ae ee eee 383,716,638 293,970,424 
OTHER ASSETS: one seis Se ere ee ree rem ee a A aera 44,818,385 43,845,032 


J.W. BURNS, Chairman of the Board and Chief Executive Officer 
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K.P. KAVANAGH, President 


LIABILITIES 


Ot Cyeneo EL Vis (Ole 20 ewer Erte ea ke Soh oss ea ona owe a vehi edee ce eee 


OR ey OO ERomOIN D om mmpeermr ter ce! Pacis.) Ol ti uc ae cee ee meet 


SPECIAL RESERVES APPROPRIATED FROM SURPLUS (note 4)............. 


CAPITAL STOCK 
Authorized, issued and fully paid— 
ZOOG OUOeomimon shares of $1 parvalue;.. ....ccccsecrs..cttweeae ot ewan 


UNAPPROPRIATED SURPLUS 
Panic Daun OOleyMOlOGISitis area etree ane oak we ms 6 Soros Ae ee ae 


Shareholders 
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1978 


$2,353,188,319 
192,338,716 
36,802,000 
36,803,000 
186,218,066 


383,716,638 


96,155,126 


3,245,221 ,865 


94,817,988 


2,000,000 


108,764,376 
239,618,160 


348,382,536 


1977 
(note 7) 


$1,979,165,293 
161,387,806 
315/20,612 
26,119,000 
159,323,979 
293,970,424 


45,923,009 


2,697,611,123 


88,724,241 


2,000,000 


94,851,221 
216,875,353 


311,726,574 
$3,100,061 ,938 


The Great-West Life Assurance Company 


statement of Unaroroporiated Surolus 
For the year ended December 31, 1978 


Participating 
Policyholders Shareholders Total 
Adjusted opening balance January 1 (note 71)............ 0... e eee eee $ 94,851,221 $216,875,353 $311,726,574 
Add: 
Total net income for year from summary of operations............... 12,315,055 37,274,654 49,589,709 
Deduct: 


Dividends to shareholdersin.. sesh a se eee ees eee 6,840,000 6,840,000 


Changes in special reserves appropriated from surplus 


Investment valuation and currency reserve—net.................. (2,990,309) (3,355,486) (6,345,795) 
Reserve for cash value deficiencies and 
amounts of negative reserves... =... cee eackn eter eee 583,219 6,051,334 6,634,553 


Reserve:for miscellaneous assets: ee eee eee 808,990 4,995,999 5,804,989 
Balance December'31¢ 2.6605 seen Se $108,764,376 $239,618,160 $348,382,536 
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Notes fo Financial Statements 
December 31, 1978 


Note 1. Accounting basis change 
In 1978, amendments to the Canadian and British Insurance Companies Act came into effect which changed 
the basis of accounting for life insurance companies operating in Canada. Following is a brief description 
of these changes: 
a. the book values of invested assets under the new basis are essentially amortized cost for bonds and mortgages, 
depreciated cost for real estate and adjusted cost for stocks (adjusted for market gains and losses as described 
below). Formerly these assets were carried at written-down values; 


b. realized and unrealized gains and losses between cost and market value of the life branch stock portfolio are 
taken into account over a period of years in the determination of earnings rather than being recorded in the 
surplus account when realized; 


c. realized gains and losses on the disposal of life branch debt securities (bonds and mortgages) formerly reported 
in surplus in the year of disposal are amortized into earnings over the period remaining between disposal date 
and maturity; 


d. policy reserves are now calculated using interest and mortality assumptions which more closely reflect current 
conditions. This results in generally lower reserves than those produced by the assumptions used under the 
former basis; 


e. certain expenses of acquiring new business formerly charged to income in the year of acquisition are spread 
over a period of years; 


f. certain miscellaneous assets, which were previously written off as acquired, are now charged to earnings over 
varying periods of time, using more conventional accounting principles; 


g. income taxes charged against operations are calculated using the deferred-tax accounting method, compared 
with the former taxes-payable method; 


h. surplus appropriations are required by regulation to provide reserves for investment valuation, the excess of 
cash values over actuarial reserves and certain miscellaneous assets. 


Conversion to the new basis, at January 1, resulted in adjustments to surplus as described in the following 
schedule. 


Schedule of Adjustments at January 1, 1978 


Participating 

Policyholders Shareholders Total 
Balances December 31, 1977 "FC 52ST eee ee ee ae enn 
WSIMIGGCICy ROSEIVE minh aw) ie ene chek Mids anes con a $ 16,000,000 $ 54,000,000 $ 70,000,000 
Surplus—Shareholders’ Account. .............000 000s 1,603,492 1,603,492 
ae IMASSIOM CC Mera ate ne Gre Pkt nde bial Fate deme aamens 28,589,450 82,345,998 110,935,448 
44,589,450 137,949,490 182,538,940 
Policyiresenves (notes 10 and 1@)in wai. dane nee ee eel eae 44,942,788 90,265,328 135,208,116 
MVeSIMentrevalliationnNOle Jajowe. v. ne. oles eases ote oe 31,790,512 25,066,025 56,856,537 


Recognition of assets previously expensed as acquired (note 7f) tafe ro ly liao) 8) 22,423,639 30,955,389 


Adoption of deferred method of income tax recognition (note 1g) (3,016,163) (2,092 004) (5,108,167) 
126,838,337 273,612,478 400,450,815 


Special reserve appropriations (note 1h) 


Investment valuation and currency reserve—net........... 8,090,864 9,443,405 17,534,269 
Reserve for cash value deficiencies and 
amounts of negative reServeS. ......... 6c eee eee eee 15,353,923 24,857,200 40,211,123 
Reserve for miscellaneous assetS...........:25-.e0ee ees 8,542,329 22,436,520 30,978,849 
Unappropriated Surplus as adjusted at January 1, 1978....... $ 94,851,221 $216,875,353 $311,726,574 
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The Great-West Life Assurance Company 


Notes fo Financial Statements 
December 31, 1978 


Note 2. Significant Accounting Practices 
The accounting practices followed by the Company are as prescribed or permitted by the Department of 
Insurance of Canada for the purpose of reporting to policyholders and shareholders. 


Note 3. 


Note 4. 


a. 


Investments in bonds, debentures and mortgages (debt securities) are basically carried at amortized cost with 
the securities of the life account adjusted by the unamortized balance of losses or gains on sales of securities. 
The difference between the proceeds on the sale of a debt security and its amortized cost is considered to be 
an adjustment of future portfolio yield, and is deferred and amortized over the period to maturity of the 
security sold. 


. Investments in stocks (equity securities) in the life account are carried at cost plus an adjustment which 


consists of realized gains and losses as well as a market value adjustment which is a portion of the difference 
between adjusted book vaiue and year-end market value of all equity securities. The adjustment at December 
31, 1978 amounted to $2,562,207. Equity investments in respect of the accident and health business are carried 
at cost. 


. Real estate held for investment is carried at cost of $527,497,866 less accumulated depreciation of 


$165,093,326 and mortgage liabilities of $87,226,566. 


. Investments held for segregated investment funds are carried at market value. 
. Income taxes are calculated using the deferred-tax method. The balance of deferred income taxes included in 


other liabilities at December 31, 1978 was $8,910,167. 


. Income from subsidiaries is included in these statements under the equity method of accounting. 
. Policy reserves represent the amount required, together with future premiums and investment income, to 


provide for future benefits, administrative expenses and unamortized acquisition expenses on insurance and 
annuity policies. Policy reserves are calculated using assumptions appropriate to the policies in force and 
recognize the deferral of certain costs of acquiring policies. The amount of unamortized deferred acquisition 
costs deducted in arriving at the policy reserves was $61,486,577 at December 31, 1978. 


. Net income includes earnings of the participating, non-participating and health insurance accounts. Earnings 


applicable to shareholders include net earnings of the non-participating and the health accounts and 24%%, as 
restricted by law, of the distributions from the participating account. 


Realized gains (losses) on sales of assets shown as an extraordinary item in net income include the results of: 
(i) all disposals of assets of the accident and health account; 


(il 


) disposals of real estate in the life account; and 


(iii) gains due to foreign exchange transactions. 


The special reserves appropriated from surplus are a requirement of the Department of Insurance of Canada. 
At December 31, the components were as follows: 


1978 1977 

Participating account a ore i a ae 
Investment valuation and currency reserve—net...................00000 $ 5,100,555 $ 8,090,864 
Reserve for cash value deficiencies and amounts of negative reserves...... 15,937,142 15,353,923 
Reserve for miscellaneous assetSiw. s,s ee ose cn ee 9,351,319 8,542,329 


$30,389,016 $31,987,116 


Non-participating and health accounts 


Investment valuation and currency reserve—net....................-000. $ 6,087,919 $ 9,443,405 
Reserve for cash value deficiencies and amounts of negative reserves...... 30,908,534 24,857,200 
Reserve for miscellaneous assetS2,7.04550. ness) eee oe ee 27,432,519 22,436,520 

$64,428,972 $56, 737,125 
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Note 5. Transactions in United States currency are recorded dollar for dollar with Canadian. 
Conversion to Canadian dollars of the excess of United States dollar assets over United States dollar liabilities at 
the rate of exchange prevailing at December 31, 1978 would have produced an increase in net assets of 
approximately $28, 700,000. In accordance with reporting requirements, the life branch portion which amounted 
to $23,000,000 is reflected in the balance sheet by a reduction in the investment valuation reserve shown in note 4 
and an increase in unappropriated surplus. 


Note 6. With respect to its Canadian operations, the Company was subject to and has complied with the Federal Anti- 
Inflation Act controls on prices, profit margins, compensation to employees and dividends to shareholders. 


Note 7. Comparative figures for 1977 have been restated to recognize the basis change outlined in note 1. 


Valuation Actuary Certificate 


To the Policyholders, Shareholders, and Directors of 
The Great-West Life Assurance Company 


The Policy Reserves and Segregated Investment Funds shown in the Balance Sheet at December 31, 1978 have been 
determined in accordance with the provisions of the Canadian and British Insurance Companies Act. In my opinion: 
(i) these amounts make proper provision for all unmatured obligations guaranteed under the terms of the Company’s 
policies in-force; and (ii) a proper charge against total net income on account of these liabilities has been made in the 
Summary of Operations for the year 1978. 


J.O. PARSONAGE, F.S.A., F.C.1.A., M.A.A.A. 
February 1, 1979 Vice-President and Actuary 


Auditors Reoort 


To the Policyholders, Shareholders and Directors of 
The Great-West Life Assurance Company 


We have examined the balance sheets of The Great-West Life Assurance Company as at December 31, 1978 and 1977, 
the related summaries of operations for the years 1978 and 1977 and the statement of unappropriated surplus for the year 
1978. Our examinations were made in accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position of the Company as at December 31, 1978 
and as restated as at December 31, 1977 and the results of its operations for the year 1978 and for the year 1977 as 
restated, in accordance with the accounting practices described in note 2 tothe financial statements consistently applied. 


PRICE WATERHOUSE & CO. 
Winnipeg, Manitoba, February 2, 1979 Chartered Accountants 
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Montreal Trust Company 


Condensed Report of 
the Directors to Shareholders 


The Company continued to progress in its affairs in 
1978. Net operating income was $7,039,000 or $2.73 per 
share. The comparative figure for 1977 was $2.22. 


Revenue and Expense 

Revenue for the year rose by $15,559,000 of which 
$6,464,000 accrued from additional fee and commission 
income and $9,095,000 from increased interest and 
dividends. Real estate commissions accounted for 
$4,204,000 of the fee and commission increase. Profit 
ratios for services aS measured under Anti-Inflation Board 
regulations had fallen sufficiently to allow some increase 
in fee scales in the latter part of the year. Higher interest 
and dividends earned arose from increased assets and 
rising interest rates as the year progressed. 

Expense for the year was higher by $14,174,000. Of this, 
interest paid on deposits increased by $7,723,000 with 
sharply rising rates in the last half of the year a factor. 
The policy of emphasizing five year mortgage loans 
financed by five year deposits first initiated in 1971 has 
now placed the Company in the position of having a 
substantial portion of its assets and liabilities immune to 
short term changes in interest rates. 

Salaries increased by 9.1% mainly due to higher salary 
scales. The increase in real estate commissions paid is 
proportionate to the increase in commissions earned. 
Premises and equipment costs and other operating 
expense increases are attributable to inflationary price 
increases and volume usage. 

Income before taxes increased by $1,385,000. Having 
regard for the increase in non-taxable dividend income 
there was but a minor increase of $55,000 in provision for 
income taxes. 


Balance Sheet 

Assets crossed the billion dollar level with an increase 
of $69,501,000 to $1,026,718,000. The increase of 
$67,000,000 in the mortgage portfolio was below 
expectations due to a record high level of loan prepay- 
ments which had the effect of partially neutralizing the 
level of new lending. 

Guaranteed trust accounts increased by $64,636,000 
with deposits up by $5,009,000 and term certificates by 
$59,627,000. Of the term certificate increase, $40,029,000 
represented increased amounts outstanding of certificates 
issued for an original term of five years. 

At year end shareholders’ equity was $20.55 compared 
with $18.81 one year earlier. 
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Dividends 


The regular quarterly dividend of 15 cents per share 

was increased, for the third and fourth quarters, to 20 
cents. In December the Directors declared an extra 
dividend of 30 cents payable on December 29. Total 
dividends paid per share amounted to $1.00, an increase 
of 14 cents over the prior year. 


Outlook 


Canada’s economic performance again was below par in 
1978 and the Company estimates that real growth will 
measure not more than 344% when all data are recorded. 
Prospects for 1979 similarly are uninspiring and few 
sectors promise better than indifferent results. Sluggish 
business conditions should prevail throughout most of 
1979 with overall expansion measuring less than 3% and 
little likelihood of a significant lift until late in the year. 

With the expiry of the controls program, in 1979 Canada 
is operating in a setting determined primarily by market 
forces for the first time in three years. 

While the short-term outlook is not favourable, the 
Company is encouraged in the belief that by the end of 
1979 and into 1980 improvement will be evident. 
Incorporated in this view is an expectation that interest 
rate trends will be more favourable and that key areas 
of the domestic economy, including the consumer and 
business sectors, will be expressing greater optimism. 
During the past year a number of events have occurred 
which take the form of public rejection of heavy taxation 
and excessive government encroachment in the mixed 
economy. Government has been responsive and while 
the acclaimed renaissance of free enterprise may be 
overstating the immediate realities, it is nonetheless 
apparent the message has been heard. 


Condensed Financial Statements 


Condensed Income Statement 1978 
ImteleS MromnmniomGadeSa want rer nenweerta Veer Cel Le. rahe ioe de ac aed $ 68,071,000 
BECSanCICaimiSs! Ol Sanna rreme nt ce Mt te ee 29,323,000 
Rodale stalerc OMISSION 1S. wane EME EMR Ma Ree NT aks Sim cinerea ea oBauamhe wk 20,153,000 
Othemintereseidividends:and OtherinCOMe.. a.5. ec cec< ec cs deas cee etanscer ens 27,334,000 

144,881,000 
NALET@ESS ORIOR oo 6 seal yh ey no oe err ies 77,578,000 
@detarinGmangmotinenexPCNseS a saan fe. nese i nee Bo oo ae noe i oes eae ka 57,168,000 
INCOMCN OX Comment ee te CUT rare re wee ee ere. oie be wee nk 3,096,000 

137,842,000 
NERODElaunROMn COMIC smart areR Ch ERE, 25 See 5 le cd Ween v eek peels e mee Oe aes $ 7,039,000 
SUNT ALS SN BST SUMTER, «cm 2 cco RN am $ PAY fe} 
Bividencs declaledipClecnal Gmeeaaee ee. eee Pe as wk to Om rele $ 1.00 
HiVeSIOL SaSalerOl Canis mam wer ane yey raf cong 1h «ga oc ace, Sah ea kw eave $ 3,548,000 
Book value of Investors’ investment in Montreal Trust—year-end................ $ 35,012,000 


Condensed Balance Sheet 


Casa S DOSS AMCSCCULEC, lOANS cre cl tine cere sty de cbse os 6.50 duis oelhe omaha iho wlans $ 70,440,000 
SEC ILI OS seen EO een ncee TR SN ee tk. Soe ew Gualel aad PERM MW ee 193,547,000 
MOLGaAgeStancOlneleInVEStINeNiSen soe cee fn. wee see Nees des w Sue add wae war we ows 735,423,000 
PP RALNSSS SUNG SOU OS MAE Mis. ak ee Ree ees cree UN 14,316,000 
QUITE BESO Gi. os Seok bean a ee ee eA 12,992,000 
SOU AIEASSC ls eRe Poe 8s. hwo Neaar ans Lips o (viain’ Sb matoarm pe Seen: $1,026,718,000 
Guaranteed Trust Accounts 
BREF OLOISIGS, «6m oe beads Au OS Ee OO eee er ee $ 253,858,000 
IVESIIMECIECCIUILICALCS emer rames het M tt nce, Ghetaldi oe vcdes soar ete Gv aceee eens ote 701,090,000 
954,948,000 
Oi eliabilIles manne Arne fer aol, rc ree hy oc, Fie a ade voy chas walt wre nen eS a 18,738,000 
SHALC OS TSMCULILY mmenwen EMME tee ite ate, tea Sore, fm Sheed eves one eimrane Naan g a whe 53,032,000 
Ota aia OCS ae meant Gem eens ain nie eric ra, 6, «5000.0, nag Serene ae oe cue $1,026,718,000 
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INE 


$ 62,478,000 
27,063,000 
15,949,000 
23,832,000 

129,322,000 


69,855,000 
50,717,000 
3,041,000 
123,613,000 


5,709,000 


pees 
0.86 


$ 2,881,000 


FP || A || A || HS || w 


32,740,000 


$115,965,000 
151,451,000 
665,541,000 
14,177,000 
10,083,000 
$957,217,000 


$248,849,000 
641,463,000 
890,312,000 
18,424,000 
48,481,000 
$957,217,000 


Consolidated-Bathurst Inc. 


Condensed Report of 
the Directors to Shareholders 


Operating Results 

The year 1978 was one of outstanding performance by 
the Corporation’s two business Groups, Pulp and Paper, 
and Packaging. Higher volumes of newsprint shipments 
and a lower-valued Canadian dollar led the way to 
higher earnings and to sales revenue that passed the 

$1 billion level for the first time, albeit in 1978's 
inflationary dollars. 

Net sales were $1,079 million in 1978, compared with 
$869 million in 1977, an increase of $210 million, or 24%. 
Earnings before extraordinary items in 1978 were $59 
million compared with $21 million in 1977. Earnings per 
common share, before extraordinary items, were $2.60 
compared with $0.90 in the preceding year. 

The $38 million increase in earnings was attributable 
to improvements in both business Groups. In Pulp and 
Paper, in addition to the strong newsprint results, pulp 
sales and earnings improved late in the year and other 
product areas were better than anticipated. In Packaging, 
Domglas results contributed substantially and perfor- 
mance improved in the Bag and Container divisions and 
in Europa Carton’s paperboard and packaging operations. 

In any evaluation of the Corporation’s 1978 perfor- 
mance, it should be emphasized that benefits from 
exchange increased in absolute and relative terms. 

In other words, using parity of the Canadian dollar with 
the U.S. dollar, approximately 44% of earnings before 
extraordinary items represented a benefit from exchange 
on sales in U.S. funds. In 1977, that ratio was about 41%. 
On the other side of the exchange coin, the increase in 
potential exchange charges on the German term bank 
loan, resulting from the increase during the year in the 
value of the Deutsche mark, had an adverse effect on 
earnings. 


Dividends 

As a reflection of improved earnings and cash flow, the 
quarterly dividend on common shares was increased by 
20% in the final quarter of 1978 to an annual rate of 
$0.80 per share. This was the first increase above the 
dividend level originally established in 1956. An extra 
dividend of $0.05 per common share was declared in 
October and paid in December. 
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Corporate Development 

Late in 1978, the Corporation was authorized by the 
shareholders to continue under the Canada Business 
Corporations Act, the Class A and Class B common 
shares were split three for one, the number of authorized 
preferred shares was increased to 6,000,000, and the 
name of the Corporation was changed to Consolidated- 
Bathurst Inc. 


Labour Relations 

In employee relations, two-year labour agreements were 
signed in 1978 with production employees of six of the 
Pulp and Paper Groups’ seven primary mills. Negotiations 
are continuing at the seventh mill, at Bathurst, N.B., 
which produces corrugating medium and unbleached 
kraft pulp. 


Capital Expenditures 

Capital expenditures are planned to increase to $75 
million in 1979, which is comparable with $48 million 
spent in 1978. Management believes it important to the 
Corporation’s competitive position that modernization 
and rationalization of production facilities be pressed 
forward. 


Outlook 

The outlook for the Corporation in 1979 is for continued 
improvement in sales and earnings. A generally predicted 
downturn in the North American economy late in the year 
is not expected to affect 1979 results significantly. 

A substantial backlog of orders for newsprint and 
stronger demand for market pulp permit a positive out- 
look for the year. The economy in Europe, especially in 
West Germany, is improving and the Canadian pulp and 
paper industry should continue to benefit from exchange 
on the lower-valued Canadian dollar. 


Condensed Financial Statements 


Condensed Income Statement 


COSHOUGOOUS SOldsinClUCIMO;GECDGECIATON sowie St-cna css Soule enter eee ee 
ACMUUNStralVeanG selling EXpenSeSsen were. oe ke. . osccaeuse eects temeis 
Interest and provision for exchange Charges..........0.0. 00000 cee eee eee 
LNGOME 1AXCS were: IN ee eereh Ce Ps, ose d le Gosia wi wos. avelaheas ayes econ wee wd 


EAmingsspeOLeextraordinabyatemSa sree eee sn ioe. od on ea dodo dee ae 


Ealningsipemcommonl Shale aren ieee ry tere wo NS. abo ov ee alee ae he wn eek 
DividenosipemCOmlinon Sale wearniae Se eee as wae, a Seed Wik en ones 
EOWwem@eOLDorallonis siale Ocal inOSmmmaents on. 0s ck oa trie ame abl eu arene 


Book value of Power’s investment in Consolidated-Bathurst—year-end........... 


Condensed Balance Sheet 


CULTCUEASSC! S inn en tm MERE Pe nc a nk mm wa wv Pw SR eae 
RODCKLVEGIICEO ICI) iC Laman eRe ee Nien tects crane piece Kans Aw we Mle Mister ete eA 
II VESUMe MLS aCEOLICl ASSOLS wpeereeiewtn te FL ec es ee a a ales song nents oer ee 

HotalRASSGIS maeremnrere niet MMe SE ER a. pu tee Bade eine PE a Wha sence ate 


(CWE REMAN LOTERY, wes 9 Shoe eS 0 4 OS CRORES Cn tne nin ne rere Certain cree or 
OTIC =tc CnC Luma RMR ORE RG aetna 0 fer gina ead ip ksh a be HALE Slagle eral wneeG 
DeferrecincolmentaxeS aliciDlOVISIONS atv ome te ae. Ge ea aoa emcee tale se ee 
WMIDOuIIYantelOStancOTreleMmec CQUILY.00 ays k ats ciel dated ec hah aire sete enue «Ok 
Commonicmarcno CersecOully mmetieee wnerne i au hh aa wei se ee selva wus we cctae epee 

SOC QUEL AI Lt CS aM PN ret eG Ska aa bated sn sR a oamyiereeas Fear 
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1978 


$1,078,843,000 


8,617,000 


1,087,460,000 


881,852,000 
72,474,000 
37,370,000 
36,350,000 

267,000 


1,028,313,000 
$ 59,147,000 


2.60 
0.75 


$21,617,000 
146,419,000 


422,229,000 
392,112,000 
58,603,000 


872,944,000 


159,088,000 
228,231,000 
150,349,000 

49,111,000 


286,165,000 
872,944,000 


ASAT 


$868,865,000 
3,356,000 


872,221,000 


748,920,000 
57,172,000 
34,333,000 
10,038,000 

403,000 

850,866,000 

$ 21,355,000 


$ 0.90 
$ 0.67 
$ 7,510,000 
$130,456,000 


$377,950,000 
393,342,000 
37,499,000 


$808, 791,000 


$168,717,000 
245,647,000 
121,642,000 
32,041,000 
240,744,000 


$808, 791,000 


(Sesca LiG¢e 


Power Corporation's investment in the field of newspapers 
is represented by an income debenture of Gesca Ltée, 
which owns the companies publishing La Presse, 

Le Nouvelliste, La Tribune and La Voix de |’Est. This 
debenture effectively provides that all the earnings and 
any realized changes in the incremental value of the 
equity of Gesca Ltée accrue to the debenture holder. 

The consolidated loss of Gesca was $3.3 million for 
1978 compared with earnings of $0.8 million in 1977. 
This loss was primarily due to the strike which closed 
down the operations of La Presse Ltée and Montréal- 
Matin Inc. from October 1977 to April 1978, andthe losses 
incurred by Montréal-Matin upon its return to publication. 

The operations of Montréal-Matin ceased in December 
1978 when it became clear that it would not be able to 
recover its position in the market lost during the lengthy 
strike. All costs related to this closing were accounted for 
in 1978. 

Gesca’s performance should return to normal in 1979. 
Three-year labor contracts at all newspapers were nego- 
tiated on satisfactory terms in 1978. La Presse has been 
recovering its market position steadily since its return to 
publication and, together with improved cost controls, a 
return to normal profitability should occur. Les Journaux 
Trans-Canada continue to perform satisfactorily. 
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Waloanex Energy Corporation Ltd. 


Wabanex Energy Corporation Ltd. (in which Power 
Corporation has a 57% interest) holds rights in the 
abandoned Wabana mine on Bell Island, Newfoundland, 
from the Province of Newfoundland, for the purposes of 
converting the mine for oil storage and transshipment. 

In response to a formal request for proposal from the 
United States Department of Energy, Wabanex submitted 
a technical proposal for the turnkey development of 
storage space for the Strategic Petroleum Reserve 
Office in January 1979. Wabanex expects to submit a 
price proposal under this request following a competitive 
evaluation of its submission by the Department of Energy. 
It is anticipated that the Department will select sites for 
an additional 350 million barrels of storage for the 
Strategic Petroleum Reserve by the fall of 1979. If 
selected, Wabanex proposes to develop and operate its 
storage capacity of 92 million barrels on a long-term 
lease basis to the United States Government. 
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Head Office 759 Victoria Square, Montreal, Quebec, H2Y 2K4 
Transfer Agent and Registrar Montreal Trust Company, Montreal, Toronto, Calgary, Vancouver 


Stock Listings 


Common Shares Montreal, Toronto and Vancouver Stock Exchanges 
PP Shares Montreal Stock Exchange 

Second Preferred Shares Montreal and Toronto Stock Exchanges 

First Preferred Shares Montreal and Toronto Stock Exchanges 


Si vous préférez recevoir le rapport de Power Corporation en francais, 
veuillez vous adresser au Secrétaire, Power Corporation of Canada, Limited, 
759 Square Victoria, Montréal, Québec, H2Y 2K4 


Princioal Subsidiary and Affiliated Companies 


Canada Steamship Lines (1975) Limited The Investors Group 

Montreal, Quebec Winnipeg, Manitoba 

Voyageur Enterprises Limited The Great-West Life Assurance Company 
Montreal, Quebec Winnipeg, Manitoba 

Kingsway Transports Limited Montreal Trust Company 

Dorval, Quebec Montreal, Quebec 

Canadian Shipbuilding & Engineering Limited Consolidated-Bathurst Inc. 

Collingwood, Ontario Montreal, Quebec 
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To the Shareholders | 


The consolidated earnings before extraordinary items of 
Power Corporation of Canada, Limited for the three months 
ended June 30, 1978 amounted to $10,105,000, compared 
with $9,591,000 for the three months ended June 30, 1977. 
These consolidated earnings, after providing for dividends 
on non-participating preferred shares, are equivalent 

to 77 cents as against 72 cents per participating preferred 
and common share for the same period last year. 

Gross revenue from operations was $75,197,000, compared 
with $86,187,000 in the second quarter last year. Earnings 
from operations were $8,906,000, compared with 
$10,934,000 for the same period in 1977, while the 

Company's share of earnings of unconsolidated sub- 

sidiaries and affiliated companies was $8,808,000, 

compared with $6,089,000 last year. After allowing for the 
extraordinary gain of $585,000 in the second quarter, 

compared to a loss of $3,206,000 last year, the earnings Power 
are equivalent to 81 cents per participating preferred and | 

common share as against 46 cents in 1977. 


a 
For the six months ended June 30, 1978, the consolidated | Co rporat I O Nn 


earnings before extraordinary items were $11,628,000, | 


compared with $10,136,000 for the six months ended 

June 30, 1977. These consolidated earnings, after providing of Ca nada 
for dividends on non-participating preferred shares, are y 
equivalent to 85 cents as against 69 cents per participating 5 a 

preferred and common share for the comparable prior L | aa ted 

year period. 


Gross revenue from operations was $109,070,000 in 1978, | 
compared with $117,620,000 in 1977. | 


Earnings from operations were $8,343,000, compared 
with $11,265,000 for the first six months of last year. ! 


The share of earnings of the Company’s unconsolidated 
subsidiaries and affiliated companies was $11,740,000 

this year, compared with $7,439,000 in 1977. After 

allowing for an extraordinary credit of $585,000, compared 
to charges of $4,884,000 for the first half of 1977, the 
earnings are equivalent to 89 cents per participating 
preferred and common share, as against 29 cents last year. 


Interim Report 
The Board of Directors today declared the regular quarterly 
dividends on the first and second cumulative preferred | June 30th, 19 7 8 
shares. Dividends of 15 cents per share on the 6% 
participating preferred shares, on the Class A common 
shares, and on the Class B common shares were also 
declared in respect of the quarter ending September 30, 
1978, and will be payable September 29, 1978 to 
shareholders of record as at the close of business 
on September 15, 1978. 


On behalf of the Board 


Paul Desmarais | 
Chairman and Chief Executive Officer 


Montreal, August 16, 1978. 
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